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Summary

Supplemental Budget Language to the State’s 1991-92 State
Budget directed the California Community Colleges, the
Cahfornia State University, the Univeraity of California, and
the Califormia Student Aid Commission to prepare “funding
gap” reports to document the gap or difference between their
State appropriation and the funding needed to support their
umque missions under the State’'s Master Plan In addition,
each was asked to comment on the impact that 1ts funding
gap has had on student access and program quality, along
with its plans for mamntaining 1ts mission given 1ts current
State funding and 1ts recommendations for future funding of
the system Each was to submit a prehminary report by De-
cember 15, 1991, and a final report by Apnl 1, 1992

The Supplemental Budget Language also directed the Com-
misston to comment and review both the preliminary and fi-
nal reports submitted by the systems This report represents
the Commission’s response to the systems’ first set of docu-
ments.

Following an introductory section, this document reviews the
gystems’ prehminary reports beginning with that of the Cali-
fornia Community Colleges and followed by those of the Cali-
forma State University, the University of Califorma, and the
Califorma Student Aid Commission For each report, 1t sum-
marizes (1) the overall content, (2) highlights of the report,
(3) hikely effects of the Governor's proposed 1992-93 State
Budget on the principle issues raised in the report, and (4) 18-
sues that need to be addressed in each system’s final funding
gap report 1n order for the system to be responsive to the Leg-
1slature’s Supplemental Report Language Attached to this
document as appendices are the four reports themselves

The Commssion adopted this document at its meeting of
March 30, 1992, on recommendation of its Ad Hoc Commuttee
on Student Fees, Financal Aid, and the State Budget Addi-
tional copies of the report may be obtained from the Publica-
tions Office of the Commussion at (916) 324-4992

Later this year, after the Commisgsion receives the final fun-
ding gap reports from the systems and the Student Aid Com-
mission, 1t w11l 18sue a follow-up document to this one, re-
viewing and commenting on those reports In the meantime,
as part of the Postsecondary Education Commission’s con-
tinuing work on 1ssues of educational equity, the Commission
will analyze the 1mpact that underfunding of the systems 18
having on the State’s progress toward its educational equity
goals.
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Commission Comments on the Systems’
Preliminary Funding Gap Reports

Background on this report

Califormia’s Donahoe Higher Education Act speci-
fies three goals for the State’s educational system,
including its independent colleges and univerzities
(Califorma Education Code Section 66010.2).

(a) Access to education, and the opporturuty for
educational success, for all qualified Califor-
nians. Particular efforts should be made with
regard to those who are historically and cur-
rently underrepresented in both their gradu-
ation rates from secondary institutions and 1n
their attendance at Cahfornia higher educa-
tional institutions

(b) Quality teaching and programs of excel-
lence for their students. This commitment to
academic excellence shall provide all students
the opportunity to address 1ssues, including
ethical 1ssues, that are central to their full de-
velopment as responsible citizens

(¢} Educational equity not only through a di-
verse and representative student body and fac-
ulty but also through educational environ-
ments 1n which each person, regardless of race,
gender, age, disability, or economic circums-
stances, hag a reasonable change to fully devel-
op his or her potential

Unfortunately these goals of access, quality, and eq-
uity are now at risk.

A year ago, the Legislature recogmzed that the bud-
getary actions it took to resolve the State’s $14.3
billion defieit might have a significant impact on
the achievement of these goals As a result, it
adopted Supplemental Report Language to the
1991-92 State Budget (reproduced 1n Appendix A at
the end of this report) directing the Umversity of
California, the California State Umiversity, the Cah-
fornia Community Colleges, and the Califorma Stu-
dent Aid Commisgion to prepare “funding gap” re-
ports to document the gap or difference between
their State appropriation and the funding needed to

support their unique missions under the State's
Master Plan The Legislature asked each system to
submit a preliminary funding gap report to the Gov-
ernor, the Legslature, and the California Postse-
condary Education Commission by December 15,
1991, and a final report by Apnl 1, 1992

The Legislature also specified that in documenting
their funding gap, each system should identify the
amount of 1ts underfunding and how that underfun-
ding has affected program quality and student ac-
cess. In addition, each system was to identify how 1t
will maintain its mission given the current level of
State funding and provide recommendations about
future State policy for its funding.

In the same Supplemental Report Language, the
Legmslature directed the Commission to review both
the preliminery and final funding gap reports pre-
pared by the systems and then comment on the al-
ternatives each system considered in order to re-
duce institutional costs, including examining if the
gystem considered changes in faculty workload
practices, program scope, or administrative costs 1n
order to reduce total cost. The Legislature charged
the Commuission to comment on the impact each of
those alternatives considered by the systems would
have on program quality and student access. Final-
ly, the Legislature agked that the Commisasion raise
any concerns 1t may have about the effect of the sys-
tems’ decisions on the mtegrity of the State’'s Mas-
ter Plan for Higher Education

The Commission has prepared this report 1n re-
sponse to the Legislature’s request that it comment
on the systems’ preliminary funding gap reports.

Focus of the Commussion’s comments
tn revieunng the systems’ reports

Before reviewing the systems’ preliminary funding
gap reports, the Commission agreed at 1ts January
1992 meeting on the critena that 1t would use as the
basia of 1ta review of the systems’ funding gap re-
parts The Commission did not 1mpose 8 template



for the systems to follow as they prepare those re-
ports because the Supplemental Report Language
specifically requests that the individual govermng
boarde conduct the studies themselves, and the
Commission agrees that they should decide how
best to go about responding to this legmalative re-
quest.

Nonetheless, while the Commigsion has not placed
a premium on conformity among the systems’ re-
ports, its review of them will be consistent among
the systems. In reviewing the reports, the Commis-
sion will focus on the information which the sys-
tems have been requested to supply in response to
the lemslative request. The Commission beheves
that that information wll be particularly useful in
assisting the State and its policy makers 1n making
decisions about the future needs and funding for
Califormua public higher education

Specifically, the Commission’s review of the sys-
tems’ final funding gap reports will focus on the sys-
tems’ answers to the following general questions
called for by the Supplemental Report Language:

1. The size of the gap that exists between the sys-
tems' appropriations and the resources neces-
sary to fully support their missions under the
State's Master Plan for Higher Education, 1n-
cluding the methodology used for calculating the
gap and the rationale behind using that method-
ology for its calculation.

In this regard, as the systems prepare their final
funding gap estimates, the Commission hopes
that they can develop an estimate of the re-
sources that would be necessary for them to car-
ry out therr Master Plan missions in the year
2000. As they calculate theiwr future funding re-
quirementz to comply with the State’s Master
Plan goals, the Commission hopes to work coop-
eratively with them in developing a consistent
or at least comparable methodology to be used by
all systems, such that the results will enable
comparisons to be made among the systems
This information will permit the State and its
pohicymakers to have a better understanding of
higher education's monetary needs if the State 18
to continue 1ts commitment to :ts Master Plan
goals.

2 The effect on program quality of the funding
gap In documenting how program quality has
been affected, each syastem should consider de-

fining how 1t quantitatively measures the “qual-
ity” of its programs and how those measures
have changed over time.

The effect on student acceas of the funding gap.

In documenting how student access has been af-

facted, each system should consider document-

ing the follownng factors (1) the number of stu-

dents who apphed for admission and were elig-

ble to enroll but who did not and the principle

reasons why they did not; (2) the number of
classes which typically would have been offered

but which were not; (3) how the number of new

and transfer students admitted to the system

has changed over time and the reasons for those-
changes; and (4) how the admission application

deadlines have changed and what those changes

have meant in terms of number of students who

may have been impacted

The systems’ plans to maintain their missions,
given their 1991-92 State General Fund appro-
priation In responding to this portion of the leg-
islative request, 1t would be useful for each of
the systems’ reports to clearly articulate what
their priorities are and how they will continue to
ensure that those priorities are fulfilled given no
increase in their State General Fund approprmi-
ation

Alternatives and options that the systems have
constdered for reducing their costs and what im-
pact those alternatives would have on program
quahty and student access. With regard to such
alternatives and options, the Commission staff
18 currently actively working with the systems
to identify potential long-term options and alter-
natives which the systems and the Commission
should analyze 1n further detail.

Recommendations of the systems for their future
financing and the extent to which such funding
would enable the systems to continue to fulfill
their mission under the State’s Master Plan

In addition, although not called for by the Sup-
plemental Report Language, the Commission
also believes that 1t would be useful for each of
the systems’ reports to document the mmpact that
the system has on the continued vitality, stabil-
ity, and growth of California’s economy.

With regard to the impact that Califorma higher
education has on the State’s economy, the Com-



mission is currently in the process of updating
1ta 1984 report, The Wealth of Knowledge, which
describes the impact that the State’s higher edu-
cation institutions have on the economic growth
and stability of Cahfornia’s economy Commis-
s1on staff hopes to have this report prepared for
the Commission’s review at 1ts April or June
meeting.

Content of this report

The subsequent sections of this report review the
systems’ prehminary funding gap report subms-
sions, beginning with that of the California Com-
munity Colleges and followed by those of the Cal-
fornia State Umiversity, the University of Califor-
nia, and the Cahfornia Student Aid Commission
In remiewing each of these four reports, each of the
following sections provides a brief description of (1)
the system's report, (2) highlights of the report, (3)
likely effects of the Governor's proposed 1992-93
State Budget on the principle issues raised in that
report, and (4) issues that need to be addressed in
each system’s final funding gap report in order for
the system to be responsive to the Legislature’s
Supplemental Report Language.

As will be evident from the following sections, great
variation exists among the four preliminary reports
both in form and content.

California Community Colleges
The community colleges’ preltminary report

The preliminary funding gap report submitted
by the Chancellor’s Office of the California Commu-
nity Colleges on behalf of the Board of Governors
(reproduced as Appendix B) 18 essentially a prospec-
tus outhmng the system’s plans for preparnng 1ts fi-
nal funding gap report. The preliminary report out-
lines the varous issues that the Board plans to ad-
dress in 1ts final report, along with the timeline for
preparation and discussion of the 1ssues called for
by the Legislature in its Supplemental Report Lan-
guage. Staff of the Chancellor’s Office anticipates
presenting the final funding gap report to the Board

for discussion and consideration at its March 12-13
meeting.

Hughlights of the report

Despite the nature of the community colleges’ pre-
hmmary report as a prospectus, it provides some
significant information about student access and
program quality 1n Califormia’s commumty col-
leges, given the system’s current State appropn-
ation K notesthat

1 In 1981, Califorma’s community colleges served
one out of every 12 adults in the State; today
they serve one out of every 15. To match the pro-
portion of adults enrolled 1n 1981, the commum-
ty colleges would have to enroll 330,000 more
students than they did 1n Fall 1991.

2. Over 100,000 adults were turned away from
California community colleges in Fall 1991 be-
cause of lack of sufficient class offerings. This
fact indicates that community colleges were un-
able to fulfill their role of providing access to all
adults capable of profiting from instruction as
speafied by the State's Master Plan for Higher
Education As such, the colleges have not been
able to fulfill their obligation of retramnmg the
incregsing number of unemployed persons re-
sulting from the current recession. (The Com-
mission comments on this 18sue below )

3 Despite turning away students, class size 1n the
community colleges increased to an average of
31 students 1n Fall 1991, the highest level in the
last decade.

4 Because of enrollment demand and lack of suffi-
cient resources, the community colleges have
not made further progress in increaging the pro-
portion of full-time faculty they employ, as re-
quired by Assembly Bill 1725 (1988).

5. If the State were to provide funds sufficient to
support the community colleges according to the
program-based funding standards that AB 1725
called for and that are presently being reviewed,
the commurty colleges would require an addi-
tional $1.8 billion from the State -- nearly dou-
ble the State’s current appropriation to the sys-
tem



The Commission has been directed by other Supple-
mental Report Language to examine the program-
based funding standards which were developed by
the community colleges 1n order to determine if
they are appropriate for determining the system'’s
needed funding As a result, at thus time, the $1 8
bilhon figure should not be viewed as the communi-
ty colleges’ “funding gap ”

Potential impact of the Governor's proposed
1992-93 budget on the community colleges

The community colleges originally requested a 10
percent 1increase mn their 1992-93 State budget ap-
propriation go that they could fully fulfill their Mas-
ter Plan mission and provide classes to all indinidu-
als seeking to enroll. Unlike the State’s public umi-
versities, ag a result of Proposition 98 the commuru-
ty colleges are guaranteed a certain percentage of
all State General Fund revenues The Governor’s
proposed 1992-93 State budget continues the Propo-
gition 98 guarantee and proposes to provide the
community colleges with a 10 percent increase 1n
State funding

The commumty colleges have considerable flexibil-
ity in spending any additional revenue they may re-
ceive from the State, and the Governor’s Budget
does not specifically require that they use the entire
proposed increase 1n State funds exclusively to offer
additional courses. Chancellor David Mertes of the
California Community Colleges has requested that,
if recerved, they spend the proposed 10 percent 1n-
crease on providing additional classes so that they
can offer access to all adults interested 1n enrolling
and thereby return to fulfilling their mission under
the State’s Master Plan for Higher Education

Tesues needing to be addressed
tn the communuity colleges” final report

Since the commumty colleges have not yet prepared
a formal report -- but rather only a prospectus -- the
system has not yet addressed 1n a comprehensive
manner any of the items requested of the Supple-
mental Report Language. If the Chancellor's Office
prepares the final funding gap report according to
the plans outlined 1n the preliminary report, that fi-
nal report wiil be responsive to the Supplemental
Report Language To this end, the Commisaion’s
staff is ready to advise the Chancellor's Office staff,

if asked, as they prepare the community colleges’
final report for the Board of Governors,

Of particular interest to the Commission in the fi-
nal report will be the Board of Governors’ plans to
review both long-term and short-term policy op-
tions for planning, financing, and delivering com-
mumnty college educational services The Board al-
ready anticipates exploring six options 1n its final
report: (1) adjusting student fees, (2) increasing
private-sector support, (3) making local tax rev-
enues more flexible, (4) improving the use of exist-
1ng resources, (5} increasing the use of technologies
such as distance learning, and (6) developing new
management strategies. In this regard, the Board
has created & Commission on Innovation and
charged 1t to examine other long-term alternatives
to the way the community colleges do buminess, in-
cluding examining how they use their facihities, de-
hver instruction, and are managed

Finally, the Commission will be interested 1n know-
ing more about the 100,000 students who, according
to the Chancellor's Office were turned away from
the community colleges in Fall 1991 because of lack
of sufficient course offerings. For example, were
these 100,000 students simply not admitted to one
particular desired clasa, or do they represent the
number of full-time-equivalent students who were
unable to enroll in courses? In general, the Com-
mission would like a more comprehensive descrip-
tiom of what 18 meant by the statement that 100,000
students were turned away i Fall 1991

The California State University

The State University’'s preliminary report

The Califormua State University devoted extensive
time and energy to its preliminary funding gap re-
port (reproduced as Appendix C) and the State Um-
versity’s Office of the Chancellor deserves commen-
dation for it. This time and energy are well reflect-
ed in the content of the report, which provides sub-
stantial information on the impact that underfun-
ding has had on program quality in and student ac-
cess to the State University.

The report begina by explaining how the State Uni-
versity’s level of funding per student has changed
over time 11 both real and constant dollars It con-



tinues by outlining the actions that the State Uni-
versity was forced to implement 1n 1991-92 as a re-
sult of 1ts unfunded $170 million deficit -- 1ts 1991-
92 “funding gap.” It then discusses the impact that
those actionz have had on the quality of the State
University’s programs. It analyzes the factors that
have, until recently, influenced enrollment demand
at the State University. Finally, it describes how
the State University’s funding gap has affected stu-
dent access to the system

The report coins the phrase access gep -- the differ-
ence between the State Umiversity’s actual enroll-
ment and the expected level projected from histori-
cal demographic data -- and describes how this “ac-
cess gap” has increased, due 1n part to the system's
“funding gap” The report notes that while the
State University 18 committed to the tenets of the
State’s Master Plan for Higher Education, unless
the State's appropriation to the State University 18
increased, 1t will no longer be able to accept all
qualified students. As a result, California’s histon-
cal commitment to providing access to higher edu-
cation 18 in serious jeopardy, which could be detn-
mental to California’s future economic well being

Highlights of the report

Among the most interesting and noteworthy mate-
nal 1n the State University’s prehminary report 1s
the following information:

1. After adjusting for inflation, the State General
Fund appropriation for each full-time-equiva-
lent student at the State Umversity decreased
by 9.5 percent between 1981-82 and 1991-92,
while from 1987-88 to 1991-92 the inflation-
adjusted appropriation per full-time-equivalent
student declined by 15 9 percent (The Commis-
sion comments on this issue below )

2. For the State Umversity to provide the same
level of services 1n 1991-92 as 1t provided 1n
1990-91, 1t would have required an additional
$170 mullion -- an estimate of 1ts funding gap

3. Approximately 88 percent of the State Umiver-
sity’s budget is composed of personnel costs for
faculty, staff, and admimistration. With such a
large percentage of its budget composed of per-
sonnel costs, the system cannot reduce expendi-
tures without directly impacting its workforce

10

11

. In 1991.92, the State University reduced its

non-faculty workforce by 868 positions, whach
directly affected the level and quality of ser-
vices available to students, faculty, and the
public, including reductions m the number of
hours that hibrares, computer centers, health
centers, and advising, counseling, finanecial aid,
and tutoring offices are open.

In addition, as a result of 1991-92 budgetary re-
ductions, the State University left 400 faculty
and department chair positions unfilled and
laid off more than 1,000 faculty members, not
including pari-time faculty whose contracts
were not renewed

These reductions 1n academic personnel have
meant that approximately 5,000 classes which
typically would have been offered in Fall 1991
were not offered This lack of available courses
has delayed the graduation of some students
who could not enroll 1n courses needed for
graduation.

. From Fall 1980 to Fall 1990, average class size

for lecture courses at the State Umversity 1n-
creased 26.5 percent, from 34 to 43 students

Approximately 7,000 fewer students (both
headeount and full-time-equivalent) enrolled in
the State Univeraity in Fall 1991 than in Fall
1990 The State University attributes this de-
cline to the decrease 1n State support as well as
the increase 1n student fee levels.

The State Unuversity’s actual 1991-92 full-time-
equivalent enrollment 18 approximately 10,000
lower than that projected by historical demo-
graphic enrollment patterns -- an estimate of
the system’s “aceess gap.” Further, its antici-
pated 1992-93 full-time-equivalent enrollment
of 272,650 1s approximately 14,000 full-time-
equivalent students below what demographic
enrollment paiterns would have projected.

Despite these enrollment reductions, the State
University has no evidence to suggest that
qualified students were denied admission to the
system (See Commission comment on this issue
below.)

In addition to attempting to protect its instruc-
tional programs from budgetary reductions, the
State University also protected its educational



equity programe from all such reductions 1n
1991-92.

The State Umversity’s prehminary report indicates
that in the future the system will assesg 1t resource
base prior to determining the number of students 1t
will enroll. In addition, 1t notes that if the State
University does not receive at least $6,536 per full-
time-equivalent student in 1992-93, 1t will either
increase student fees substantially or decrease stu-
dent enrollments even further, since the system
will not allow the quality of its programs to decline
any further.

Potential tmpact of the Governor's proposed
1992-93 budget on the State Unwersity

The Governor’s Budget provides a 1.4 percent or §23
million General Fund increase to the State Univer-
sity. The State University had requested a 9 1 per-
cent or $150 million General Fund increase. Of the
$23 mullion increase, it proposes $17 million for
2,600 additional full-time-equivalent studenta, $1
mlhion for increased dental costs for retired annu-
itants, and $56 million from General Obligation
Bonds for asbestos abatement. The Governor's Bud-
get would leave the system with a deficit of approxi-
mately $127 million, with no funds for increasing
the number of available classes, providing general
salary increases, paying merit salary adjustments,
or paying for higher benefit costs. Hence, the State
University's budget would remain essentially un-
changed from its current level, although the Gover-
nor’s Budget would provide the Trustees with the
flexibility to increase student fees by ez much as 40
percent, with the additional income generated from
the increase to be expended by the Trustees as they
deem appropriate.

The State University’s Trustees met this past Janu-
ary 14 to discuss the Governor’s proposed budget
and its impact on the system. To deal with the $127
mullion funding gap, they considered three options
(1) reducing expenditures, (2) reducing enrollment,
or (3) increasing student fees. Since the Trustees
were opposed to allowing the quality of the State
University’s programs to decline any further, they
ehminated the first of the three options, leaving
only the options of reducing enrollment or increas-
ing student fees In the interest of protecting access
to huigher education, they opted to increase student

fees and adopted a 40 percent increase in student
feeg for the 1992-93 academic year.

That 40 percent increese amounts to $372 per year
per full-time student and brings total systemwide
charges to $1,308 per year The increase will gener-
ate approximately $117 milhon 1n new gross rev-
enue, but some $27 million of the $117 million will
be used to provide State Unuversity Grants to offset
the fee mncrease for needy students -- thus yielding
only about $30 million 1n net revenue to assist 1n
offsetting the $127 million budget gap.

As this planned fee 1ncrease 18 discuszed in legisia-
tive hearings, the specifics of the system's $127 mil-
lion funding gap are likely to be scrutinized more
carefully For example, the California State Uni-
versity Student Association 18 developing its own
proposal for how the State Umiversity should deal
with its funding gap

Issues needing to be addressed
in the State Unwersity’s final report

While the State University's preliminary funding
gap report is comprehensive, it acknowledges that
it does not address two portions of the Legislature's
request in the Supplemental Report Language --
the system’s plans and priorities for maintaining its
mussion given the current level of State resources,
and its recommendations about future State financ-
ing for the aystem. It plans to address these issues
m1ts final report

The State University has requested an extension in
submitting its final report so that 1t can provide for
adequate consultation and public comment on these
18sues The Trustees plan to discuss these issues at
their May 19-20 meeting and take action on them at
their July meeting, after which the Chancellor wll
transmit the final funding gap report to the Gover-
nor, Legislature, and the Commission

In addition to the criteria outlined earlier in this re-
port that the Commission will use in reviewing the
State University’s final report, the Commission
suggests that the State University address the fol-
lowing additional items in that report:

1. The State University’s preliminary report notes
that the system has no evidence to suggest that
qualified students have been denied admission
to the system. While that may be the case, the



Commussion also understands that many of the
State University campuses either closed the ap-
phcation deadline early or in some other way
placed a limit on the number of applications to
be accepted. The Commission would hike to have
additional information about the State Univer-
sity’s application deadlines and procedures and
how they have changed over time as well as
some estimate of the numbers of students who
may have been impacted as a result of any
changes 1n those application deadlines and pro-
cedures. Clearly, while qualified students who
applied by the earlier application deadlines may
have been admitted to the system, those stu-
denta who were equally qualified for admission
but who did not apply until after the earlier ap-
plication deadlines or who did not apply at all
after learming of missing the earlier deadline are
being denied access to the system

The Commussion also understands that the State
Umniversity is completing a survey of all students
who were previously enrolled in the system 1n
Spring 1991 or who were admuitted to the system
for the Fall 1991 term but who did not enrcll in
Fall 1991, in order to determine their reasons for
not enrolling. The Commission believes that
thie survey will shed needed light on students’
enrollment decsions. For example, the Com-
mission understands that the lack of available
classes at the State University received a great
deal of publicity, and that publicity itself may
have resulted in students opting not to enroll
This survey may 1ndicate if this was one of the
factors involved in students’ enrollment deci-
sions. The Commuission looks forward to receiv-
ing the results of that survey as soon as they are
available,

The State University’s prelim:ary funding gap
report notes that after adjusting for inflation, 1ts
State General Fund appropnation for each full-
tune-equivalent student decreased by 9 5 per-
cent between 1981-82 and 1991-92, and by 159
percent from 1987-88 to 1991-92 In calculating
the State’s appropriation per full-time-equav-
alent student, the State Umversity used budget-
ed enrollment numbers as opposed to actual en-
rollment numbers. In 1991-92, the State Um-
versity’s budgeted full-time-equivalent enroll-
ment was 280,220, while its actual full-time-

equivalent enrollment was approximately
10,000 lower Using the budgeted 280,200 fig-
ure understates the State’s actual appropriation
per enrolled full-time-equivalent student. Az a
result, the Commission suggests that the State
University use actual figures for this calculation
since they are more reflective of reality than
budgeted figures, particularly for 1991-92. De-
spite the use of actual rather than budgeted fig-
ures, the Commission believes the trend will not
change, in that after adjusting for inflation, the
State's support for the State University per full-
time-equivalent student has declined over time.

University of California
The Urtversity’s prelimunary report

Rather than prepare a special report to address the
request of the Legislature 1n 1ts Supplemental Re-
port Language, the University of California submit-
ted as 1ts preliminary funding gap report two items
that were prepared for other purposzes but that re-
spond in part to the Legislature's directive: (1) The
University’s 1992-93 Budget for Current Oper-
ations, which reviews the trends m University fun-
ding as well as the extent to which specific program
areas are underfunded, and (2) President Gardner's
comments to the Regents at their November meet-
ing regarding the 1mpact on the University result-
ing from inadequate funding.

The University’'s 1992-93 Budget for Current Oper-
atiwons 18 80 long that the Commission has not repro-
duced 1t 1n the appendices to this report. However,
1t 18 availeble for review at the Commission’s of-
fices. Appendix D later in this document repro-
duces the University’s letter of transmittal and
Premdent Gardner’s comments to the Regenta He
begins by describing the increasing bleak fiscal sit-
uation that the State faces He notes that the
State’s limited fiscal resources, coupled with the
fact that funding for the State’s public universities
is not constitutionally protected as are the majority
of the State’s other budget categories, means that
the Umiversity 1s particularly vulnerable to de-
creases in 1ts State appropriation. He then summa-
rizes the Umversity’s proposed 1992-93 budget for
current operations and capital outlay.



President Gardner comments that maintenance of
the University’s quality 18 1ts highest priority and
indicates that, as a result, the University does not
plan to repeat many of the actions which are out-
Lined below that it had been forced to implement
during the last several yeara. He notes that 1f State
funding is inadequate to maintain quality, the Umi-
versity has basically two options: increasing stu-
dent feea or reducing enrollments. He proposes that
if increases in student fees, combined with State ap-
propriations, continue to be inadequate to provide
the University with the resources necessary to
maintain its quality, the only option remaiming will
be to reduce student enrollment -- a difficult dec-
g10n to make, but one which may be necessary to
protect the University’s quality and international
reputation.

President Gardner concludes by referring to the De-
partment of Finance’s recent observation that “no
matter how strong its economic recovery, the State
will not be able to fund ensting programs at current
levels within projected tax revenues.” In light of
this conclusion, he notes that both the State and the
Unuversity will be forced to deal with many difficult
and complex public policy issues, and he encourages
all individuals in the higher education commumty
to help educate policy makers about the significant
impact that California higher education has on the
future fiscal health and economic competitiveness
of the State

Highhghts of the report

In his statements to the Regents, President Gardner
notes that:

1 In light of insufficient revenue in 1990-21, the
University was forced to take a number of ac-
tions to protect the quality of 1ts instructional
teaching programs from any reduction Those
actions included the following:

s Research, public service, and adm:nistration
budgets were reduced by 5 percent;

o Faculty and staff received only a half year of a
general salary increase;

o Staff received only & half year of ment salary
increases, although faculty received a full-year
increase; and

a Resident atudent fees were increased by 10
percent or $148 per year, while nonresident
tuition was increased by 10.6 percent or $617
per year,

2 In 1991-92, the University faced a budgetary
shortfall of approximately $312 million - about
15 percent of its State-funded operating budget.

3 To deal with that shortfall and protect the qual-
1ty of 1ts instructional programs, the Umiversity
implemented several actions 1n 1991-92:

o Umiversity enrollments were scheduled to be
reduced by 5,500 studenta (the Commission
comments on this isaue below);

e A second 5 percent reduction was made 1n re-
search, public service, and administration
budgets,

e Faculty and steff received no salary increases
-- neither 2 general salary increase nor a ment
salary increase,

o The University’s workforce was permanently
reduced by 1,700 employees, primarily
through the Voluntary Early Retirement In-
centive Program and attrition;

o Instructional equipment and deferred main-
tenance expenditures were reduced or de-
ferred; and

o Resident student fees were increased again,
this time by 40 percent or $650 per year, while
nonresident tuition was increased again by 20
percent or $1,283 per year.

4 The University’s highest priority is and will con-
tinue to be the preservation of i1ts quality and ex-
cellence.

5 The Umversity's State-funded budget now re-
presents about 30 percent of its total budget,
compared to 40 percent 1n 1980

6. One of the University’s most critical needs in
1992-93 1s to provide faculty with a salary in-
crease sufficient to maintain 1ts competitive po-
gition 1n recruiting and retaimng quality faculty
members

7 Any increase in the University’s student-faculty
ratio would strike at the heart of the quality of
the University’s inatructional programs



8 The University remains committed to providing
access to the top 12.5 percent of Califorma high
school graduates, yet if resources are 1nsuffi-
cient to ensure that the quality of the Univers:i-
ty’s programs are maintained, access will have
to be imited and with it the Master Plan’s prom-
ise of access abandoned, at least temporarily

Potential impact of the Governor's proposed
1992-93 budget on the Uniwersuy of California

The University of California requested a 9 8 per-
cent or $212 million increase 1n 1ts 1992-93 State
General Fund appropriation. The Governor's Bud-
get would provide the Umiversity with 2 1 5 percent
or $31 million increase in State General Funds.
The Governor’s Budget also proposes a resident stu-
dent fee increase of 24 percent or $550 per year.
After providing for financial aid for all needy stu-
dents in the form of a grant and/or loan, the fee 1n-
crease would provide the University with $60 mul-
lion 1n additional revenue

In developing the University’s budget, the Gover-
nor, in conjunction with the Umversity, sought
three specific goals:

1 To maintain the University’s capability and n-
ternational reputation;

2. To assure all eligible students have access to the
University; and

3 To charge student fees no higher than the aver-
age paid by students at the nation’s other compa-
rable public universities.

The Governor’s proposed budget would achieve each
of those goals. Its increase 1n State support com-
bined with the student fee increase would provide
the University with $91 million in additional rev-
enue. This increased revenue would enable the
University to fund:

1 Faculty merit increases that were awarded 1n
1991-92 but were not funded 1n the 1991-92 bud-
get nor paid to faculty;

2 1992-93 merit salary increases for faculty and
staff:

3 Increased health benefit and Social Security
costs for annuitants, and continued funding for

1991-92 health benefit cost 1ncreases for current
employees;

Price increases;
Some instructional equipment replacement;

Payments on revenue bonds,
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Maintenance of new space planned to come on
line during 1992-93; and

8. 2,700 additionsal students -- 1,500 at the under-
graduate level and 1,200 at the graduate level.

Although the Governor's Budget would enable the
Unavergity to fund these items, it would not allow
for the funding of others, including no general sala-
ry ncrease for either faculty or staff, and no in-
crease 1n compensation for the Univeraity’s most
genior executives, which would mean that these ex-
ecutives would not receive either a general or a
ment salary increase for the second consecutive
year. Since State funds were sufficient to support
only a half-year of mernt salary increases for eligi-
ble University staff, the University will provide
funding for a full year of merit increases by reduc-
ing State support for the Office of the President by
25 percent -- a reduction 1n addition to the 10 per-
cent reduction that office had taken the prior two
years

Taken in total, the Governor's Budget would enable
the University to continue to provide access to all
eligible students, thus maintaining its commitment
to the Master Plan. In addition, 1t protects the Uni-
versity's teaching, research, and public service ac-
tivities from further budgetary reductions Finally,
while it includee increases in student fees, approxi-
mately $20 mtllion would be earmarked to provide
additional financial aid to all needy students to help
offset the $550 fes increase.

Tssues needing to be addressed
i the Unwersity’s final report

Since the Umversity did not prepare 1ts submission
expressly for responding to the Supplemental Re-
port Language, a number of issues raised by that re-
quest remawn unanswered. As a result, the Com-
mission suggests that 1n preparnng its final funding
gap report, the University review the criteria out-
lined earher in this report that the Commission
plans to use 1n reviewing the system’s final report
and then provide informetion 1n 1ts final report that
18 responsive to those criteria.



In addition, the Commission suggests that the Uni-
versity’s final report address the following specific
1tems.

1. In adopting its 1991-92 budget, the University
indicated that it would reduce enrollments by
5,500 studenta From Fall 1990 to Fall 1991, the
Umversity's enrollment declined by only 300
students. Does the University plan the remain-
der of the planned decrease for 1992-93” Are the
5,500 students to be graduate students or under-
graduates? Furthermore, the Governor’s Budget
for 1992-93 would provide funding for 2,700 new
students, How does this number relate to the
University’'s planned enrollment decline? In oth-
er words, the Commssion is interested in the
University’s enrollment plans.

2 The Commission is also interested in learnming
more about undergraduate apphicants who are
admitted to the University but who do not
choose to attend -- specifically, the number of
these students, how their numbers have changed
over time, their reasons for not enrolling, and
where they enroll if they attend other institu-
tions,

3. The Commission also understands that surveys
are underway at two University campuses to ob-
tain additional information about students who
were previously enrolled in those institutions or
who were admitted but did not enroll to deter-
mune their reasons for not enrolling. The Com-
mission will be interested 1n learning the results
of those surveys.

California Student Aid Commisesion

The Student Aid Commaussion's
prelimunary report

The California Student Aid Commission prepared a
comprehensive preliminary funding gap report,
which is reproduced as Appendix E at the end of this
document. That report begins with a description of
the critical role that State financial aid plays in pro-
viding both access to and choice among California’s
colleges and univermties, particularly for students
histoncally underrepresented in Califorma higher
education. It then notes the anticipated need to ex-
pand these programs 1n order to continue to provide
individuals from these backgrounds -- a group
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which is projected to increase sigmficantly over the
next 15 years -- with the same opportunities as pro-
vided previous generations. The report reviews the
State’s Master Plan’s goals and policies relating to
State financial aid and discuases the amount of ad-
ditional grants and funding that would be required
for the State’s Cal Grant programs to meet the goals
specified in the Master Plan. It concludes with the
sobering message that 1f the State 18 unable to pro-
vide the necessary funding for the Cal Grant pro-
grams, Cahforma’s historic commitment to educa-
tional opportunity for all citizens will be threat-
ened.

The Student Aid Commission notes that its final re-
port will respond more fully to the Legislature’s re-
guest 1n the Supplemental Report Language and
will include a discussion of the Commission’s plans
and priorities for maintaining its mission, given the
State’s current funding problems

Highlights of the report

The Student Aid Commission’s report provides a
significant amount of information about the conse-
quences of inadequate funding for the Cal Grant
programs, including the following information:

1 Three primary factors have contributed to the
mereased demand for State student aid: (1) in-
creases in the number of students attending col-
lege; (2) reductions 1n federal grant aid; and (3)
rizing college costs

2 In 1989-90, 45 percent of the State's public high
school graduates were from underrepresented
ethnic groups, by 2005, 57.5 percent of public
high school graduates will be from such back-
grounds

3 In 1991-92, the Student Aid Commussion award-
ed 31,220 new Cal Grant awards, which pro-
vided awards to only 12 percent of California
high school graduates In order for the Student
Aid Commission te provnide Cal Grant awards to
12 percent of high school graduates in 2000-01,
1t will need funds to provide at least 10,000 more
awards than presently available.

4 While the Student Aid Commission 18 presently
able to provide Cal Grant awards to 12 percent of
California high school graduates, the State’s
Master Plan calls for it to be able to provide



awards to 25 percent of high school graduates.
To reach that goal by 1997-98 the number of new
awards would need to be doubled, while to meet
it 1n 2004-2005, the current number would need
to be tripled. A rough estimate of the cost of
meeting this goal, assuming no 1ncrease in the
dollar amount of each grant, 1s to double the cur-
rent Cal Grant funding level of $180 million by
1997-98 and increase it by about $360 million by
2004-05.

During the 1980s, enrollment at the State’s 1n-
dependent institutions declined, while those at
the State's public universities rose. Similarly,
the percentage of Cal Grant recipients decreased
at independent 1nstitutions during this period
and increased significantly at the State’s public
universities. Among the factors that can explain
this apparent shift in enrollment from the inde-
pendent institutions to the public universities 18
the decreasing proportion of costs that Cal Grant
awards have covered at the State's independent
institutions. State policy calls for a maximum
Cal Grant award of about $7,200 for students at-
tending those institutions, but the current maxi-
mum award for their students is only $5,250

The lack of funding of the maximum Cal Grant
award reduces “choice” among educational 1nsti-
tutions -- one of the Master Plan’s financial aid
policy goals -- for many low- and middle-income
students and 18 one of the reasons for these en-
rollment trends

. From 1987-88 to 1989-90 -- a two-year period --
the number of students applying for Cal Grants
increased by 40 percent. Of the 171,000 apph-
cants for Cal Grant awards in 1989-90, about
93,000 were eligible for an award, although only
31,220 awards were available -- leaving some
62,000 eligible students without one. Stated dxf-
ferently, only one in three students eligible for a
Cal Grant award received one, while two-thirds
of all eligible students have been denied awards
because of insufficient funding.

More than 200,000 students apphed for a Cal
Grant award 1n 1991-92. However, last year the
Commission’s State appropriation for Cal
Grants was decreased by $6.8 mulhon due to the
State's budget deficit. This reduction means
that the Commission will likely grant about
2,500 to 3,000 fewer awards -- thereby further
compounding the number of students who are

eligible for a Cal Grant award but not receiving
one

8. In light of nsing student costs and limited avail-
ability of Cal Grants, student borrowing has in-
creased significantly From 1988-89 to 1990-91,
borrowing 1ncreased by nearly $36 million
among State University students, by about $55
millign among University of California students,
and by $656 million among independent institu-
tion students. Ovwerall, State University stu-
dents borrowed 33 percent more than they did
two years earlier, Umversity of California stu-
dents horrowed 52 percent more; and indepen-
dent institution students borrowed about 20 per-
cent more

Poterntial tmpact of the Governor's proposed
1992-93 budget on the Cal Grant programs

The Governor’s proposed 1992-93 State budget pro-
vides no increase in the number of Cal Grant
awards nor any i1ncrease 1n the amount of each
award What this meane in sumple terms is that the
State is moving even further away from meeting its
Master Plan goals as they relate to student finan-
cal aid.

Of particular note 18 an 1ssue that will hikely be de-
bated at length during legislative hearings: the fact
that no new funds are budgeted to cover the in-
creased fees for Cal Grant recipients attending the
University of California or the California State
University, One of the State’s Master Plan finan-
cial aid policy goals calls for the Cal Grant award
for students at the State’s public universities to ful-
ly cover their full fees. Since that goal was enacted
into State law, 1t has always been met. Its future,
however, is 1n serious question

Issues needing to be addressed in the
final report of the Student Aid Commussion

In addition to ensuring that the items identified in
the first section of this report are contained in the
Student Aid Commission’s final funding gap report,
the California Postsecondary Education Commis-
sion suggests that the Student Aid Commission ad-
dress the following issues in that report:

1 The Student Aid Commizsion has been asked in
Supplemental Report Language to document
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“how students meet the costs of their education
when grant funds are inadequate ” While the
Student Aid Commission has provided informa-
tion on growth 1n student loan borrowing to
meet the higher costs of their education, 1t has
offered little information on other forms of assis-
tance that students may rely upon 1n meeting
those costs. To the extent posaible, the Student
Aid Commssion should provide information on
other forms of financial atd resources on which
students rely in meeting college expenses, 1n-
cluding, but not limited to, federal, State, and
institution-based aid

2 The Supplemental Report Language alse calls
on the Student Aid Commssion to attempt to
document the impact that underfunding of the
Cal Grant program has had on student access to
higher education. While the Student Aid Com-
mission has provided significant information on
the number of students who are eligible for a Cal
Grant award but who do not receive one due to
lack of funding, it has not yet provided informa-
tion about what happens to these ehigible Cal
Grant students Do they still enroll 1n higher
education? If so, 1n what system do they enroll,
and how do they finance their college attendance
without the Cal Grant award?

3 In addition, the Student Aid Commission's re-
port notes that access to California’s 1nadepen-
dent colleges and universities for financially
needy low- and middle-income students has di-
minished as a result of the State’s failure to fund
the maximum Cal Grant award at the level
called for 1n State policy The Student Aid Com-
mission should try to document how many stu-
dents are being denied access to California’s 1n-
dependent institutions as a result of this under-
funding of the Cal Grant maximum level of
award and the number of students who might
chooss to enroll in these institutions if the Cal
Grant awards were funded at the level called for
in State pohcy.

4, The Postsecondary Education Commission 18
most interested in learming the Student Aid
Commission’s plans and priorities for maintain-
ing ite mission, given the State’s current State
funding problems as well as 1ts recommenda-
tions about future financing of the Cal Grant

programs.
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The Postsecondary Education Commission recog-
nizes that the swift completion and comprehensive
analysis of the 1992 Student Expenses and Re-
sources Survey by the Student Aid Commission 18
extremely urgent 1n order to permit State officials
to make informed decisions about options facing
higher education. Thus the Postsecondary Educa-
tion Commission acknowledges that the Student
Aid Commission may not be able to respond fully to
all four of these issues because of the lack of needed
data and 1ts own limited resources

Conclusion

As the preceding sections of this report indicate, be-
cause of 1nadequate resources public igher educa-
tion in California has been forced during recent
years to depart from the Master Plan’s three goals
of access to education, quality teaching m programs
of excellence, and educational equity

¢ Average class size at both the Calhfornia Commu-
nity Colleges and the California State University
increased significantly between Fall 1990 and
Fall 1991

o The State University offered 5,000 fewer classes
in Fall 1991 thanin Fall 1990

¢ Enrollment at the State University declined by
7,000 students from 1990 to 1991, despite projec-
tions that enrollments would 1ncrease.

s State Univermty students have found 1t increas-
ingly dafficult if not 1mpossible to enroll in class-
es needed for graduation.

o Student fees at the University and State Univer-
gity increased significantly in 1991-92 -- by 40
percent or $650 at the Umversity and by 20 per-
cent or $156 at the State University In addition,
student fees are proposed to further increase in
1992-93 — by 24 percent or $550 at the Universi-
ty and by 40 percent or $372 at the State Univer-
sity -- bringing the total increase 1n fees over the
past two years to $1,200 at the University and
$528 at the State University.

e Only one m three students qualified for a Cal
Grant ever receives an award

Thus, while the institutional systems and the Stu-
dent Aid Commisgion remain committed to Califor-



nia’s Master Plan for Higher Education, the present
level of State funding is insufficient for them to
keep that commitment, given their current mis-
sions and operating policies

The Legislature has asked the systems and the Stu-
dent Aid Commission in their final funding gap re-
ports to develop long-term options for dealing with
this inconsistency between the goals of the Master
Plan and the resources available to fulfill them As

they develop those options and address the issues
that the Postsecondary Education Commission has
raised in this report, the Commussion looks forward
to working cooperatively with them so that Califor-
nia can preserve its hustoric commitment to offering
quality higher education to as many citizens as pos-
sible. The quality of Califormia’s culture and econo-
my depends in large part on the ahlity of public
higher education in the State to accomplish that
challenging task.
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Appendix A

California Postsecondary
Education Commission

The Legislature intends that the Cahformia Postse-
condary Education Commission (CPEC) review and
comment upon both the preliminary and final seg-
menta} reviews of state financing of the Master
Plan for higher education provided for in items
6440-001-001; 6610-001-001; 6870-001-001, and
7980-001-001 of the Supplemental Report to the
1991 Budget Act In reviewing and commenting on
the individual governing board presentations, the
Commussion shall comment on the alternatives that
each board considered to affect institutional costs
and the effect of those alternatives on faculty work-
load policies, program scope, and administrative
costs. It shall also comment on the impact of these
alternatives on program quality and student access
to the segment. The Commission is further request-
ed to compare the individual governing boards’
plans and priorities for maintaining their Master
Plan functions under the current state budget con-
straints, and to raise any concerns i1t may have
about the effect of different segmental postures on
the integrity of the Master Plan Such review shall
be submitted to the Governor and Legslature by
May 1, 1992,

University of California

The Legslature requests the Universmty of Califor-
ma Regents to document the extent of the current
gap, if any, between state appropriations for the
University of Califorma and funding that 18 needed
to fully support the university’s current mission un-
der the state Master Plan for higher education. The
review shall include where posaible an 1dentifica-
tion of the consequences of the funding gap on pro-
gram quahty and student access. This review
ghould include the Regents’ plans and priorities for
mamntaining their mission under current state fun-
ding scenario, accompanied by recommendations to
the Governor and the Legislature on future state
policies for financing the University of Cahforma
A preliminary review should be forwarded to the

Supplemental Budget Report Language

Governor, Legislature, and CPEC by December 15,
1991 The segment’s final report shall be tranamit-
ted to the Governor, Legislature, and CPEC by Apnl
1, 1992. CPEC shall comment on the segment’s final
report, and transmit its comments to the Governor
and Legislature by May 1, 1992. The final segmen-
tal report should be managed so as to mvite public
comment on the Regents' recommendations.

The California State University

The Legislature requests the Califormia State Uni-
versity Board of Trustees to document the extent of
the current gap, if any, between state appropri-
ations for the CSU and funding that 18 needed to ful-
ly support the state university’s current mission un-
der the state Master Plan for higher education The
review shall mclude where possible an identifica-
tion of the consequences of the funding gap on pro-
gram quality and student access. This review
should include the Trustees’ plans and priorities for
maintaining their mission under current state fun-
ding scenario, accompanied by recommendations to
the Governor and the Legislature on future state
policies for financing the CSU. A preliminary re-
view should be forwarded to the Governor, Legisia-
ture, and CPEC by December 15, 1991. The seg-
ment’s final report shall be transmtted to the Gov-
ernor, Legislature, and CPEC by Apnl 1, 1992

CPEC shall comment on the segment’s final report,
and transmit its comments to the Governor and
Legislature by May 1, 1992. The final segmental
report should be managed so ag to invite public com-
ment on the Trustees’ recommendations

California Community Colleges

The Legislature requests the Calhformia Communi-
ty Colleges Board of Governors to document the ex-
tent of the current gap, if any, between state appro-
priations for the CCC and funding that i needed to
fully support the community colleges’ current mis-
gion under the state Master Plan for higher educa-

15



tion The review shall include where possible an
identification of the consequences of the funding
gap on program quahty and student access. Thisre-
view should include the system’s plans and prion-
ties for maintaiming their mission under current
state funding scenario, accompanied by recommen-
dations to the Governor and the Legislature on fu-
ture state policies for financing the CCC A prelimi-
nary review ghould be forwarded te the Governor,
Legslature, and CPEC by December 15, 1991 The
segment’s final report shall be transmitted to the
Governor, Legislature, and CPEC by April 1, 1992
CPEC shall comment on the segment’s final report,
and transmit 1ts comments to the Governor and
Lemslature by May 1, 1992, The final segmental
report should be managed so as to 1nvite public com-
ment on the board’s recommendations.

Student Aid Commission

The Legislature requests the Student Aid Commas-
sion (SAC) to document the extent of the gap, if any,
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between state appropriations for the commission’s
Cal Grant programs and funding that is needed to
fully support the grant programs’ current mission
under the state Master Plan for higher education.
The review shall include where possible an 1dentufi-
cation of the consequences of the funding gap on
student access and on how students meet the costs
of their education when grant funds are inadequate

This review should include the commission’s plans
and prionties for maintaining their mssion under
current state funding secenaro, accompanied by rec-
ommendations to the Governor and the Legslature
on future state policies for financing the Cal Grant
programs. A preliminary review should be forward-
ed to the Governor, Legislature, and CPEC by De-
cember 15, 1991. The SAC’s final report shall be
transmitted to the Governor, Legislature, and CPEC
by Apnl 1, 1992 CPEC shall comment on the seg-
ment’s final report, and transmit 1ts comments to
the Governor and Legislature by May 1, 1992, The
final segmental report should be managed so as to
mvite public comment on the SAC's recommenda-
tions.



Appendix B

California Community Colleges Report
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Board of Governors
Califormia Community Colleges
January 9-10, 1992

FUNDING GAP STUDY 16

First Reading, Action Pending, March Board Meeting

Background

Supplemental language 1n the 1991 Budget Act requires the three segments of public
higher education to study and report on the impact of what is referred to as the
“funding gap,” i.e., the gap between State appropriations and what is needed to fully
support each segment’s mission under the State’s Master Plan for Higher Education.

The charge for the Community Colleges Board of Governors in this supplemental
language (see text 1n Appendix A) s to:

e [dentify the gap (1f any) between State appropriations and funding needed to
fully support the Community College mission under the State’s Master Plan

e Measure the consequences of this funding gap on program gquality and
access.

¢ Report on how the Community Colleges plan to maintain therr mission,
given the “current State funding scenario ”

¢ Recommend future State policies for financing the Community Colleges.

A final report on the funding gap from the Board 1s due to the Governor, the
Legislature, and the California Postsecondary Education Commission (CPEC) by
Apnl 1, 1992. CPEC is then to review the report and comment by May 1, 1992 Work
on the report should be coordinated closely with CPEC and with the Board of
Governors Commission on Innovation

Analysis

Timing of the funding gap report requires that the Board of Governors consider staff
work and recommendations at its March 12-13, 1992 meeting. Both stafl work and
consultation on this study have already started. A study prospectus prepared by
Chancellor’s Office staff addresses each of the above four areas of question
(Appendix B}
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2 Brief

While difficult, the study’s questions are relatively straightforward The
Chancellor's Office has several analytical tools - among them forecasting models for
revenues, expenditures, and enrollments - which can be of help 1n this work
Avatlable data will be aggregate, but should enable the Board to 1dentify the amount
and 1mplications of the “funding gap.”

The standard against which the funding gap will be defined 1s the level of support
required for:

e Program-Based Funding and proposals 1n the Board’s Long-Range Capiial
Outlay Growth Plan

1n light of the

e Three-part Community College mission of transfer, occupauonal, and basic
skills/ESL education - as articulated in the Board’s Basic Agenda for the
1990s.

Several aggregate measures provide a preliminary indication of the consequences of
the funding gap:

e Access to the Community Colleges has declined - from serving one 1n every
twelve aduits 1n 1981 to one 1n every 15 today To match the level of access
recorded ten-years ago, the Community Colleges would have had to enroll
330,000 more students than they did 1n Fall 1991.

s Access was especially impacted in Fall 1991 when over 100,000 adults were
turned away from the Colleges because classes were not available

s Even after turning away these students, College class size rose to an average
of 31 students 10 1991, the highest level in at least a decade

¢ Continuing enrollment demand and i1nadequate funding prevent the
Colleges from improving their use of full-time faculty as called for In
AB 1725

o Community Colleges are funded to about 35 percent of Program-Based
Funding standards, full funding would require another $1 8 billion

Community Colleges have not been able to meet their obligations for retraining the
unemployed during this recession and have found 1t quite difficult to absorb the
indi1viduals who have been turned away from the University of California and the
California State University because of their fee increases and course cuts




Brief 3

The ability of Community Colleges to meet their mission as defined by the State's
Master Plan for Higher Education 1s vital to the economic and social future of
California. The Community Colleges have a significant role to play in helping close
the potential gap between the State’s new jobs and the lack of skilled labor available
to fill them. Commumty Colleges not only provide individuals with transfer and
vocational education for most of the new jobs, but they also enroll more individuals
from the groups (women, minority, ummigrant, etc.) that will comprise most of the
new workers than do other postsecondary institutions

While studying the funding gap, the Board of Governors should address both short-
and long-term policy options for planming, financing, and delivering Community
College education. Among these options are adjustments to student fees, increased
private-sector support, and more flexible local tax revenues, as well as improved use
of existing resources, more use of technologies hike distance learning, and new
management strategies.

The Board’s Commission on Innovation will be addressing most of the pertinent long-
term alternatives as it considers how Community Colleges use their facilities, deliver
instruction, and are managed CPEC 1s considering policy recommendations that
would (a) mamtain low Community College fees, (b) call for enrollment reductions
and changes to College operations as a two-part approach to short-term problems,
and (c) propose restructuring how the Community Colleges “go about fulfilling their
muissions” as a long-term option.

Staff Presentation Joe Newmyer, Vice Chancellor
Fiscal Policy

Chuck Mcintyre, Director
Research and Analysis
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APPENDIX A

Supplemental Budget Language
California Community Colleges
(Item # 6870-001-001)

The Legslature requests the California Community College Board of Governors to
document the extent of the current gap, if any, between State appropriations for the
California Community Colleges and funding that 18 needed to fully support the
Community Colleges’ current mission under the State Master Plan for higher
education. The review shall include where possible an identification of the
consequences of the finding gap on program quality and student access. This review
should include the Board’s plans and priorities for maintaining the mission of the
California Community Colleges under the current State funding scenario,
accompanied by recommendations to the Governor and the Legislature on future
state policies for financing the California Community Colleges. A preliminary
review should be forwarded to the Governor, Legislature, and the Califormia
Postsecondary Education Commission by December 15, 1991. The segment’s final
report shall be transmitted to the Governor, Legislature, and the California
Postsecondary Education Commission by April 1, 1992. The California
Postsecondary Education Commission shall comment on the segment’s final report
and transmit 1ts comments to the Governor and Legislature by May 1, 1992. The
final segmental report should by managed so as to 1nvite public comment on the
Board’s recommendations.
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APPENDIX B

Funding Gap Study
Required by Supplemental 1991 Budget Act Language

Draft of Study Prospectus

Background

The charge for the Community Colleges Board of Governors in this supplemental
language (see text in Appendix A) is to:

¢ Identify the gap (if any) between State appropriations and funding needed to
fully support the community college mission under the State’s Master Plan.

e Measure the consequences of this funding gap on program quality and
access.

¢ Report on how the community colleges plan to maintain their mission, given
the “current State funding scenaro.”

¢ Recommend future State policies for financing the Community Colleges.
The proposed study schedule is as follows:

November 1991 Review charge.
Develop study outline and strategy.
Review background literature.
Begin survey of colleges 1n comparable states.
Specify the necessary data.

December 1991 Begin data collection.
Update forecasting models for this study.
Evaluate the "funding gap.”
Begin the Consultation process.
Send preliminary report (12/15/91).

January 1992 Complete survey of colleges in other states.
Specify alternative State funding scenarios.
Begin running forecasting models.
Continue the Consultation process.
Report information to Board of Gevernors.

25
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February 1992 Develop and assess policy options.
Complete the Consultation process.
Select policy proposals and priorities.
March 1992 Take report to Board for action.
Complete report with proposals and transmit.
The Funding Gap

In order to identify the funding “gap,” staff will compare current funding (from all
sources and for both operating and capital budgets) to the level of funding implied by
at least three or four different “standards” which have relevance:

1.

The level of funding required to buy the resources justified by the formulas in
Program-Based Funding (PBF) and proposals in the Board’s Long-Range
Capital Outlay Growth Plan.

Taking the three-part mission of transfer, occupational, and basic skill/ESL
education and estimating what is required for Community Colleges to accom-
plish desired outcomes in each of these three functions, consistent with the
Board’s Basic Agenda.

Funding provided for Community Coileges in other comparable (large,
industrial, and demographically-diverse) states.

Funding provided for the California Commumty Colleges in a year, like 1977 or
1982, which could be considered as more "normai” than recent years.

Standards 1 and 2 will be used to define the funding gap, while Standards 3 and 4 will
provide background.

Consequences of the Funding Gap

The legislative charge requires the Board to identify how the funding gap has
impacted program quality and access. [n each case, staff will need to estimate cur-
rent practices - under the gap - with what could have been achieved had there not
been a gap. This requires that staff measure levels of program and access for the
above “standards.”

For program quality, staff will use several proxy measures hike:

s faculty load;
s classsizes;
» student: faculty ratios;
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¢ composition of teaching staff;

support service staffing;

e real (price-adjusted) expenditures on: instruction, student services, mainten-
ance and operation of plant, and overhead;

and examine how each has changed over time {(probably the past decade, although
pre-Proposition 13 funding could also be considered as relevant) and how each would
be different in the absence of a funding gap.

Staff also may be able to infer the impact of the funding gap on some outcome mea-
sures such as retention, transfer, and job placement, and possibly enter into discus-
sion of the impact on the colleges’ (in)ability to support the State’s economic
development.

Access will be measured by the participation rate of:

e enrollment in Community Colleges divided by adult population;
for

» males and females;
» different age cohorts;

,  Asians, African-Americans, Hispanics, Native Americans, Filipinos,
Caucasian; and

»  others like the disadvantaged, immigrants, etc.

Over the past decade, assessing how and why the participation rates have changed
and how they might be different without the funding gap. In addition, staff can
examine the degree of readiness, provision of student services, and some measures of
performance among these groups 1n 1989-90 1n order to further clarify the impact of
the funding gap. Analysis and forecasts prepared for the Long-Range Capital Qutlay
Growth Plan also may be of use here.

Maintaining the Mission Under Current Funding Scenarios

State funding for both the near- and long-term is quite uncertain. To look at alterna-
tive ways of maintaining the Community Colleges’ mission, Chancellor’s Office staff
will specify one or more likely funding and enrollment demand scenarios by utilizing
the latest forecasts of the Department of Finance and the Commission on State
Finance (COSF), together with several forecasting models which staff have designed
to examine future trends in Community College revenues and expenditures, and the
umpact of fee changes.

Aside from posing several fee and financial aid policy changes, alternative
assumptions will be made about revenues forthcoming from federal, business and
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industry, other private, and lottery sources. Against this, staff will examine the need
for expenditures under different enrollment demand assumptions and the availabil-
ity of State general fund and local property tax revenues under current taxing policy.
Finally, alternative expenditure (delivery, organization, etc.) and revenue (majority
vote local property taxes, etc.) scenarias will be examined.

Fiscal Policy Recommendations

In assessing different policy alternatives, the study will utilize the literature on who
should support postsecondary education; i.e., looking at the resource allocation (costs
and benefits) and resource distnbution (access, etc.) consequences of Community
College education. Notions of who should pay - tazpayer vs. student - and who
benefits ~ economic development, etc. will be examined.

This analysis should lead to an assessment of alternative fiscal policy
recommendations covering at least the following:

expenditure policies and their consequences,

fee and financial aid policies,

expectations about the role of business and industry, and
new sources and techniques of funding.

The Board may want to conclude its work with some statement of the future
consequences for Californians of not addressing the Community College funding gap

General Note: For maximum impact, the report should be brief - if possible, no
longer than two dozen pages ~ with an executive summary that clearly details the
major conclusions and policy recommendations. Liberal use of figures and graphs
would, as always, enhance this work.



Appendix C California State University Report

CSU The California State University

FUNDING GAP STUDY
Preliminary Report

January, 1992

Response to Item 6610-001-001 of the Supplemental Report of the 1991 Budget Act,
1991-92 Fiscal Year.
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FUNDING GAP STUDY

According to the Supplementary Report of the Committee on Conference
Relating to the 1991-92 Budget Act, the Calfornia State University 1s to
complete a "Funding Gap Study”, as follows

The Legislature requests the CSU Board of Trustees to document
the extent of the current gap, if any, between state
appropriations for the CSU and funding that 1s needed to fully
support the State university's current mission under the State
Master Plan for higher education The review shall inciude where
possible an identification of the consequences of the funding gap
on program gqualty and student access This review should
include the Trustees' plans and prionities for maintaining their
mission under the current state funding scenano, accompanied by
recommendations to the Governor and Legislature on future state
policies for financing the CSU A preliminary review should be
forwarded to the Governor, Legislature, and the CPEC by December
15, 1991 The segment's final report shall be transmitted to the
Governor, Legislature, and the CPEC by Apnl 1, 1992. The CPEC
shall comment on the segment's final report, and transmit its
comments to the Governor and Legislature by May 1, 1992 The
final segmental report should be managed so as to invite public
comment on the Trustee's recommendations

This report constitutes the first part of the required Funding Gap
Study, that 1s, the preliminary review

THE PROBLEM - FISCAL ISSUES

The creation of a funding gap was a phenomenon several years in the
making In this section, we provide scme background information to
iustrate the fiscal issues that have led to the current dilemma, or
funding gap

For several years, the proportion ot the state's General Fund dedicatea to
Higher Education has been consisiently decliming The percentage of the
General Fund aporopriated to the various segments of Higher Education In
California fell from a total of 13 8% in 1987-88 to 13 6% in 19981-92
This change represents a dechre of approximately 14% in the share of the
state's resources appropriateg tc the support of the three segments of
public nigher educatten In this state
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This decline s directly reflected in the fiscal resources appropniated to
the Califormia State Umiversity for the education of its students. For
example, ten years ago, in 1981-82, the state appropnated $862 6 miilion
to the CSU To allow a more convenient comparisan from year to year, this
support level can be converted to $4,064 per full-ttme equivalent student
(FTES). A decade later, in 1991-82, the total General Fund appropnation
had grown to $1,645 3 millon or $5,871 per FTES However, when the
suppeort levels are adjusted to reflect the actual purchasing power of the
appropnated funds, the figures reveal a decgrease over the decade of 9.5%.
(Canstant dollars, 1982-83 = 100) These data are summarized in the
following table

Table 1. Comparison of Net General Fund Appropriations to
CSU (1981-82 to 1991-92)

Year Net General Fund Budgeted GF Approp
(in  millions) FTES per FTES
fcanstant 3
1981-82 $ 9626 236,850 $4,309
1981-92 $1,6453 280,220 3,919
Change (%) + 44 5% +15 4% - 35%

Cver the last five years, the decline in appropriaticns has been
considerably more dramatic The level of support in 1987-88 (when — —
adjusted to a constant dollar base) amounted to $4,657 per FTES For the
current fiscal year, this level haa dropped precipitously {o $3,919 per
FTES This reoresents a dectire in ourchasina nower of 15 9% over the
last five vears! Most of this decline in support has occurred in the last
twe years

Perhaps the clearest expression of the budget difficulties faced by the
CSU 1s the observation that the current dollar budget actuaily declined by
3 4% from last year to this in soite of a significant increase 1n budgeted
enrollment  (See Table 2)

(1]



Table 2. Comparison of Net General Fund Appropriations to
CSU (1990-81 and 1991-92)

Net Gen Fund Gen. Fund
General Fund FTES per FTES per FTES
Year Aporooriations Budgeted {current 3} (constant &)
1990-91 $1.7027 mill 274,500 $6,203 54,342
1991-92 $1,645 3 280,220 $5,871 $3,919
Change -3 4% +2 1% -5 3% -8 7%

If the CSU were mereiy to have maintained the 1990-21 quality of
operations (no increase n the number of students or the quantity or
Intensity of services) the umversity would have required a budget
Increase of approximately $113 milhion {5%)+to cover the increased costs
occasioned by salary commitments, price increases, physical plant
expansion, etc  The fact that the budget actually decreased by more than
$57 milhon means that the CSU was short more than $170 mullion of the
amount necessary to maintain last year's work force and service levels.

in order to adapt to this extraordinary course of events, the Trusiees
developed and put into operation a budget reduction plan for the 1991-92
fiscal year The plan approved by the Board of Trustees, after extensive
consultation with all constituencies in the CSU, attempts to mimmize
further erosion of student access and deterioration of academic program
quality

Even with this goal, a bucget reducuon of the size discussed abcve must
necessarly have a profound impact on almost all gperations throughout
the entire umiversity The budget of the CSU and its 20 campuses 1S
composed largely (almost 88%) of personnel costs (faculty, staff, and
adminmistration) It 1s not possible to achieve the level of required savings
without adversely impacting the incividuals (students, facuity, and staff)
in the Califorma State University

The Trustee plan requirec the permanent reduction or 868 nan-facuity
cositons across the system, including the system office  These staff
reductions inciude admnistrators, student services perscnnel, clerical
staff, anc maintenance personnel Their {0s3 has seriously afiected the
level and quality of services provided students, faculty, and members of

(@]
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the public The necessity for layoffs has been lessened somewhat by the
provision of early retirement incentives

The gquality of the academic programs prcvided to students was hurt by the
loss of over 400 faculty and department chairr posittons. They were
purpgsely held vacant to achieve part of the required savings These
faculty positions, had they been availapnle to the campuses, would have
allowed another 1,600 additional course sections per term during 1891-
92 Another 229 faculty posttions were unavailable when funding for
sabbatical leaves replacements was deleted These replacement paositions
would have allowed an additional 1,000 course sections per term. Finally,
another 420 faculty posiions were vacated as faculty took advantage of
early retirement incentives They were, for the most part, senior
individuals with considerable expernience [n many cases, the positions
vacated were not filed In other cases, the replacements were junior
faculty with lower salary requirements, thus generating savings

Although estimates In this case are diificult to make, we believe that
another 1,000 to 1,200 course sections per term were cancelled or not
scheduled because of vacancies

Finally, the budget reductions have required the layoff of many individual
faculty members. Layoff notices have been sent to more than 1,000
faculty mdiviguals. This number does not include those part-time faculty
whose contracts were not renewed due to a lack of funds

The total impact of all these faculty reductions i1s the cumulatve loss ot
3,800 to 4,000 course sections per term cancelled or not scheduled.
Clearly, a significant number of students have been hurt by the reGuired
budgetary savings A quantitative summary of this issue I1s provided In
the accompanying chart which provides data on course sections offered
the current Fail term compared to the two previous Fail terms (see Chart
1) The chart shows that a total of 4,963 fewer course sections wese
offered 1n Fall 1991 compared to Fall 1930 Ordinanly, one would have
anticipated a significant gain 1n the number of course sections offered
hased cn the onginal FTES premise of the Trustee's budget {(a growth of
approximately 2% In FTES was projected prior to the anncuncement of the
fiscal emergency)

These reductions In course sections lead inewvitably o 'arger class sizes
and fewer course chaoices for students (Average class sizes for lecture
and large lecture courses have increased from 34 students in Fall. 1980 {0
13 1n Fai, 1990, an increase of 26 5% over the decade ) In the former
case, larger class sizes permit less attention by the faculty member to



the academic needs of indwvidual students Fewer course choices lead to a
delay in graduation for students who cannct find space in sections of
courses required for graduation The campuses have made extensive
efforts to maximize the course cpporunities available to students To
achieve this cnitical aim, resources have had to be reallocated fram all
other functions of the university, thereby hurting these operations.

Extensive staff reductions have been required in order to cope with the
budget reductions Facuity have less clerical assistance avallable and
have even less time to spend on professional and instructional
development tasks and student advisement There are fewer supplies
avallable Equipment purchases are often cancelled or postponed, denying
students the oppeortunity to work with up-to-date and functional
equipment The basic campus nfrastructure 1s at risk since preventive
maintenance activites are severely curtailed or eliminated entirely.

In addition to the many sacnfices cited above, it has been necessary 1o
reduce the purchase of hibrary books and subscriptions to professional
journals. Also, on many campuses, personnel reductions have led to a
significant reduction n the hours that libraries can remain open and
accessible to students

All of the above actions have damaged program quality!
PROGRAM QUALITY

The rowowing discussion of program quality identifies specific areas hurt
by decreasing levels of resource suppart in the Califormia State
University

Several varables will affect now an indivigual campus addresses a budget
cnsis  These vanables include the foliowing

« configuration of majors high percentages of science and
engineering majors result 1n greater equipment needs,

« mix of graduate and undergraduate programs standards for
qualty are higher for graduate programs (e g, “Implementation
Plan for the Recommendations on Graduate Ecucation,” CSU Board
of Trustees Agenda, September 1SS1),

«  matunty/age of the nsutution institutional constraints and
oppertunities vary with growth patierns,
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* Size n terms of enroliments/FTES, faculty, and physical plant,
and

« style of institutional leadership both administration and faculty

Campus reduction strategies fall into three general categories:
(1) programs, (2) personnel, and (3) support services

Programs To the extent possible, campuses have insulated the
Instructional program from the fiscal crisis  Academic programs are the
last things to be cut As one president put it, transient fiscal conditions
should not determine long-term academic priorities  However, at some
point, programmatic choices become unavoidable The basic decision
Involves choosing between pro-rata cuts (which maintains the ex1siung
academic structure, although at a lower level of quality) and selected
precgram cuts, the former provides temporary relief, while the latter often
produces more fundamental and permanent savings while decreasing the
size of the instructional program In either case, the disciplinary range of
teaching and learning 1s dimnished

Beyond these general approaches for coping with budget reductions, there
are three areas where the quality of academic programs has been hurt by
budget reductions

* Instructional Equipment Funding New and replacement
equipment purchases usuaily are among the first casualties of
budget cuts Inability to make such purchases has direct and
immediate consequences for academic quality Technical and
laboratory based disciplines are especially vulnerable to
dechines in program quality For example, for 1991-92. the CSU
estimated that $25,931,109 would be recuired in insiructional
eguipment replacement funding simply tc keep the inventory
from becoming more cbsolete (it would require about $200
million to replace the enure backiog of CSU instructional
equipment that i1s beyond its average useful life}  Only
$13.421.000 was aoproprated, and $3 millicn of the reduced
appropriation was neecec to address the budget shortfall
Campuses further reduced equipment purchases and used the
funds to avoid additional staff reductions

Delaying egquipment purchases I1s tempting because a short deiay
doesn’t have the long-term censequences fcr faculty and staff
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recruitment that layoffs of any duration have Extended delays,
however, deprive students of the opportunity to work with the
tools with which employers 1n business, incustry, and education
expect them to be famihar Laboratory instruction accomplishes
its objectives anly when students can use reasonably up-to-date
equipment required by the discipline and not be distracted by
inoperable, intermittently operable, cr ill-calibrated machines,
or too many students to a workstation

« Operating Expense Budgets Virtually all programs must
operate with decreased OE budgets, which creates a diffuse but
pervasive impact on instructional delivery  Program guality
decreases as support levels decrease for such important
academic items as costs for duplicating matenals (e g, class
handouts), computer media, attendance at professional symposia,
office supplies, student assistants, subject matter reference
materials, and other muscellaneous instructional support
materials For the most part, operating budgets are used to pay
for maintenance contracts for the upkeep and repair of
instructional, computer, and office equipment [n many cases,
equipment 1S nct 1N use since maintenance contracts are not
properly funded If proper and suffictent laboratory supplies are
not availlable, laboratory instruction 15 necessartly modified
from what 1s pedagogically required to that which s fiscally
feasible Demonstration laboratories orten replace 'hangs on'
experiments since the necessary laboratory supplies are not
available

» Lottery Funds Most campuses have "raided” lottery funds to
offset budget reductions n traditional areas. even though lottery
funds are intended, by law, to supplement the support for
academic programs, not to suppiant supoort The net efiect 1s
that fewer special and innovative programs are available to
students, thereby dimimishing the qualty of the overall academic
program Examples of areas for wnich [ottery support 1s no
lcnger avallable inctuge campus arts imitilatives, campus public
service activities, internationar ecucation, and teacher education
initrauves

Personnel Because roughly 88°% of the generzal fund support budget I1s

spent on personnel, most of the budget responses must revolve around
faculty and staif positicns



38

Impact on Faculty Resources Given the direct link between
qualty of the mnstituticn and gquality of the faculty, every effort
s made to avoid layoff of tenured and prcbationary faculty
Consequently, lecturers, graduate assistants, and temporary
faculty are among the first to be cut which, to some extent,
places dispropartionate pressures on disciplines and campuses
that are heavily dependent on such positions

Recruitment of new tenure-track faculty 1s essential to
disctphnary change and renewal, and to the promotion of greater
gender and cultural diversity Yet the budget crisis has forced
all campuses to either postpone, reduce, or eliminate the hinng
of new faculty, both curricular and faculty diversity will be
directly affected In addition, limited recruitment budgets
caonstrict both the range and depth of the search and appointment
process which often has a negative impact on the quality of the
faculty who are hired

Education 15 a people-intensive industry, the product is
knowledge rather than materials The combination of continucus
salary and hirnng freezes, staff reductions, layoff threats,
increased waorkloads, furloughs, benefit reductions, and
promotion and MSA deferrals will lower faculty and staff morale
o a point where the qualty of their work 1s threatened

Although difficult to measure and document, the programmatic
implications are no less real

Impact on Curriculum Certain courses may nct be taught at
all If the departing faculty member represented a very
spectahized area With fewer budgeted pcsitions, fewer class
sections can be offered, and iarger class sizes invarnably resuit;
both student access and instructional gualty are thereby
reduced

Larger Class Sizes. For a given class schedule and mode of
instruction, larger ctasses reduce the faculty's ability to attend
to the needs of indivicdual students Earlier, we cited data
regarding the 26 5% increase In average lecture class sizes over
the last decade Tnese class size increases mean that the

faculty can provide less feedback ¢ each stucent on the work the
siudent has submittec  The importarce of taicring instructional
activity to individuals in a c¢lass 1s increasing because of
increasing diversity 1in the stucent soay Tests are more likewy to



be multiple-choice than essay (the tradeoff in faculty effort
between test preparation and test grading favaors "multipie-
choice" testing In large ciasses), and fewer problem sets are
hkely to be assigned given the difficulty in finding time to read
and grade them Concern about students' communication skill
development, however, would suggest the superionty of having
students write more and getting mare feedback on their wniten
assignments Cheating 1s known to occur more frequently in
large classes. In laboratory or activity classes, larger class size
implies attenuation of oversight of students’ activity and
consequently greater safety hazards

Fiscal exigencies create a tendency to shiit away from
[aboratory, activity, and seminar instruction to increased
lecture-based instruction based solely on fiscal rather than
pedagogical criteria  Lecture classes do not provide
opportunities for students to engage the subject matter directly,
under the supervision of faculty, that the other kinds of classes
do Direct, active engagement of students in learning activities
has been shown to be more instructionally effective

Assigned Time. Assigned time has been reduced This inhibits
the non-classroom-based instructional effort that the faculty
can put forth Curncular development, review, and renewal are
curtalled  Faculty involvement in scholarly and creative
activity—the need for development of disciplinary expertise does
not end with a "terminal degree"-—ianguishes As with deferred
matntenance of physical facilites, "dererred maintenance” of
curriculum and faculty skills’knowledge can allow programs to
shp nto obsoclescence and netfectiveness and undermine the
enarmous university investment in providing coursework  There
1S also less time for student advising {further reducing the
ability of the campus to accommodate incividual students' needs
and making injudicious student choices c¢f classes more likely,
which further delays students’ progress toward degrees) Thnere
s less time for faculty partic:pation in facihty planning, which
can lead to buildings nct as well suitea to academic needs and
therefore a poorer cost-benefir ratic for capital outlay

Support Services. At least three types of support services have been
crime targets of budget reductions on the campuses First, there are fewer
student assistants availlatle for academic support services n the ibrary,
computer center, and tuwonng labs, these units alsc are open fewer hcurs

o)
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due to the reductions in operating expenses Second, staff recuctions have
resulted in fewer hours and services for adwvising, counseling, financial
aid, and health centers, which can have indirect effects on the amount and
quality of student learming Tnhurd, plant mamntenance suffers which, too,
produces undesirable effects on the qualty of campus life in general

One campus has commented on the detenoration of support services by
citing the following issues, among others In general, reduced staffing In
the area of support services has created extremes of warkload and
inflexibiity in coordinating work schedules Many campus offices have
reduced hours and are unavailable except during these resiriced times
Thus, neither students nor faculty can get guestions answered (eg,
admissions and records) in a timely fashwon This leads to the loss of
many frustrating hours trying to get information as students and faculty
waste time trying to compiete schedules Course advisement in such an
environment becomes mnordinately difficult Campus computer centers,
business offices, and libraries are far less accessible than previcusly

The deterioration 1in support services such as Counseling have a
particularly debilitating effect, particularly on residential campuses
This 1s reflected best in an anecdote from the Director of Counseling on
one such campus.

The current waiting hst in Counseling consists of over 80 people
The average waiting time i1s from two to three weeks It i1s likely
that some of those on the list at the moment may not be seen by
semester's end It 's certain that many who come in between now
and the end of the semester will not be seen  What is unknown s
ncw many are discouraged from coming in at ail when they hear that
there 15 a two or three week wan

We have always tried to keep an hour or twa free for crisis
situations, but those have been s0 numerous in recent weeks that
even our ¢risis hours are booked three (o four days in advance
Ccunselaors are burning the candie at bath ends trying to meet the
need and knowing there 1s no easy answer to the student who 1S at
the desk asking for help

Finally, the lack of prooer raciity maintenance leads to accelerated
deterigration in pnysical facities Buildaings are not cleaned eacn day and
necessary repairs and upkeep are dererred, with attention given only to
the mcst extreme emergencies In the CSU, faciities are heavily used
from early in the maerming untl 10 at might Regular custcdial and

10



maintenance services are a necessity for the health and safety of students
and faculty

PRCGRAM QUALITY - CONCLUSION

There are no short-cuts to educational guality As funding for higher
education decreases, academic quality 1s hurt and the educational
potential of all students 1s not fully realized From the standpoint of
long-term human capital, budget reductions for education amount to
permanent losses to the state of an economic and social nature

We appreciate that the concept of quality 1s a relative one with 1is
definition often depending on unigue standards and needs However, it 1s
clear that the CSU cannot continue to accept ali quahfied students
desiring to attend as required by the Master Plan for Higher Education
Instead, we will need to assess most caretully the availabie resource base
and determine the number of stucents to whom a quahty educational
experience can be made available 1n a reasonable time frame and at an
affordable cost. The alternative of providing an education without the
appropnate level of quality s unacceptable

ACCESS ISSUES

Student access to higher education in Califorma 1s both an i1ssue of pride
and a chailenge to the state Caihforma's higher educational institutions
have consistently led the nation n enroliment diversity and growth -- a
trend that murrors Califorma’s status as one of the fastest growing and
diversifying states in the naton  Califernia’'s population now stands at 30
million and 1s projected by the Cahformia Department of Finance to grow
to 368 million by 2000 and to almeost 39 milhon by 2005 A significant
portion ¢f this growth s attnbutabie to Califormia's role as the new Ellis
Island for introducing Latino and Asian immgrant talent into Amerrcan
society  Calforrmia, which sits at the gateway to the dynamic economic
rim of the Pacific Basin, will need a lacor force In the 21st century that
IS substantially larger, more college-educated and prepared to meet the
challenges of an internationai economy anc society The health of the
Califormia economy and its way cor bfe wil depend significantly on the
extent to which higher ecucaticnal institutions 1n California effectively
Incerporate and educate its growing and civerse citizenry ror this future

Curing the '80s when demographers projected little or no potentiai for

enroliment growth, enrollments at severali CSU campuses scared to
cellings mandated by instwuctional and facility capacities Indeed, in

11
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1989, the Califorma State University opened a new campus at San Marcos
This 1s the first new public instituton offering baccalaureates and
masters degrees to be bullt in California m more than two decades

Five major factors drove CSU enrollment growth in the '80s

First, Asian, Filipine, Mexican and other Latino tmmigrant and refugee
children entered Calforma elementary and secondary schools In
unprecedented numbers

Second, no one fully grasped the degree to which nonwhiteé youngsters
could and would be motivated and prepared to continue educational
pursuits nto college The flow of California high school graduates, for
example, to the CSU as entering first-ime freshmen increased during the
'80s, and wirtually all of the added first-time freshman surge into the
CSU's educational pipeline 1s attributable to ncreases in the enrcliment
of nonwhite first-tme freshmen  Asian Americans histiorically have
invested heavily tn higher education, so it wasn't particularly surprising
to find that 200 of every 1,000 Asian Amencan public high school
graduates in Calforma are entering the CSU as first-time freshmen. It
has been somewhat more surprising to see the Filipino participation rate
iIncrease markedly toward the Asian American mark Nearly everyone,
however, has been surprised to learn that among Califormia public high
school graduates, CSU first-time freshman participation rates amang
African Amencans and Latinos are rising consistently and at a pace where
panty with white counterparts seems attainable i the next few years
For every 1,000 white public high scncol gracuates in California, 90 enter
the CSU as first-time freshmen  The rate for Afnncan Americans was 73
per 1,000 in 1985, nsing to 88 per 1000 in 1883 The rate for Latinos
was 58 per 1,000 in 1985, nsing sharply to 77 per 1,000 m 1989

Taird, the annual undergraduate transfer flow into the CSU tustoncaily
has been about twice the size or annual first-time freshmen, and the
annual transfer flow held steady at 60,000 dunng the 1980s -- despite
several downturns 1n community ccliege enrciiments, the CSU's pnmary
source of transfers

Fourth, the CSU has been successful in plugging up leaks in its own part of
the educational pipeline That 1s, CSU siucent persisience {C degree
(retenticn) has been imoroving signincantly and this imorcvement s
responsiole for part of the CSU's errollment growth in the '80s  For
example, from the 1973 entenng class of first-ime freshmen, about 460
per thousand students eventually recsivec a baccalaureate from the CSU;
the 1283 entering class, which 1s much more diverse than its 1973
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counterpart, 15 projected to reach a gracuation rate of aver 510 per
thousand ¥ Dara are in hand that suggest that the eventual graduation rate
of undergraduate transfers to the CSU s nearing parity with the
graduation rate of transfers to the University of Califorma

The fifth factor driving CSU enrollment growth and diversification 1s the
maost important to this study on funds required for the CSU to support its
mission During most of the years since the CSU was created, the state
has projected enrollment demand. then supplied roughly sufficient
faciities, faculty, and funding to the CSU sysiem to accommodate the
demand

Despite real dollar reductions during the '80s, the CSU strengthened its
commitment and action on i1ssues of equity in higher education Especially
since the 1986 issuance of Educational Equity in the Califorma State
Umversity -- Which Way the Future?, CSU outreach efforts have evolved
mto an intensive collaborative and comprehensive undertaking that
engages every stage of the student pipeline It reaches students early Iin
their middle schoal experience, addresses college preparation and
recruitment in high school, intensifies outreach and articulaticn in the
community college, and increases support for students to pursue
postgraduate and doctoral studies

Getting underrepresented minonties into college has been only the first
phase of the CSU equity program Along with the Educational Opportunity
Program, mnimated in 1969 CSU campuses have designed and implemented
Summer Bndge programs, Intensive Learning Experience programs In
mathematics and English, and programs wnvolving Faculty Mentoring and
Faculty Student Mentoring  These programs have been successiul in
enhancing student retention However, the nature and extent of the
current budget crisis which centinues to uncermine ail asgecis of student
support services threatens the integrity c¢f these cutreach and retention
efforts

Earher in this report, we summarzec the Trusiees Reduction Plan that
was put into effect in Spring 1991 In order to arttempt tc deal with the
1981-32 budget reductions The nrst principie underlying the plan was:*

'In the publication, Those Who Stay 1282 Frsi-Time Fresnmen, the CSU reports on the
finding that the five-year persistence rate fer CSU first-tme freshman cchorts provides an
excellent forecast of the eventual graduation rate  The Dwision of Analyuc Studies 1s in the
grocess of designing and implementing a study rocused on ihe persistence to graduatcn of CSU
undergraduate transfers
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"The plan should maintain the CSU's histonic commitment to the California
Master Plan for Higher Education and to educational equity for all
Califormians

The Trustee reduction plan for 1991/92 explicitly protects funding for
educational equity programs from further reductions  With respect to
access, there 1s no evidence in Fall 1991 that qualified students have
been denied admission to the CSU -- consistent with legislative intent.
Individual campuses of the CSU have had to monitor and manage new
student enroilments 1n order to provide sufficient instructional service
for continuing and new students, but systemwide application for
admission as upper-division transfers and first-ime freshmen were
handled in nearly normal fashion

Although CSU's overall enrollment declined from 1990-31 levels (1991-92
projected enroliment level, based on reported Fall enroliments 1s 270,050
FTES - see Chart 2, we believe that for new undergraduates, continuing
upper-division students, and the two largest underrepresented minority
groups (African Americans and Latinos), Master Plan, Legislative, and
Trustee provisions generally were mantamned in Fall 1991

THE 'ACCESS GAP

The enrollment decline experienced in the current academuc year (see
Chart 2) 1s a direct reflection of the extracrdinary budget reductions that
the CSU has had to face over the last five years The magmtude of these
reductions was discussed earlier in this report  The net result of these
budget reductions (and accomoanying fee increases) has been an actual
decline 1n enrgllment from 1990-91 levels Tais occurred in spite of
demographic projections that suggest a significant enrollment increase.
For example, the 1991-92 enrollment prejection cn which the Trustees'
budget submission was pbased and upcn which the Governor's budget was
premised was 280,220 FTES Subsequently, during budget hearings in the
Legisiature last Spring, this projection was revised 10 269,220 The
calculated enrollment for 1991-92 1s 270,220 FTES, This 1s a dechine of
3571 FTES from the enrollment level reported for 1930-91t The
enrollment decline s not surprising In view of the drastic acticns that
campuses instituted as a result of the budget shortfall  (See Chart 1 for a
summary of the drop in course offerings cver the last year)

Current prorecuons of enrcliment for 1892-83 are hughly depencent on the
budgetary support that will oe availaole During thewr Novemper 1981
meeting, the CSU Board cf Trusiees indicated that a buaget suppert level



cf at least 86,536 per FTES wouid be necessary to maintain even current
enrollment levels The Statewide Academic Senate has proposed an even
higher suppart level from the General Fund, $6,994 per FTES Should these
support levels not be attained, it may become necessary to increase
student fees substantally, to decrease enrollments even further, or to
find additonal ways to reduce the budget even further This fast
alternative seems rather doubtful since there I1s general unanmmity among
campus and system levei administrators that program quality has been
seriously compromised by the current budgetary support fevels, and that
many of the reductions taken this year were of a one-ume nature and
cannot be continued

The data presented in this report suggest that it may na longer be possible
to fulfill the basic premise regarding access to ail gualiiled students of
California's Master Plan for Higher Ecucation This represents a
significant departure from a promise that has served this state and its
workforce very well since the creation of the first version of the Master
Plan in 1960

The California State University remains committed to the tenets of the
Master Plan for Higher Education, especially to the need to provide access
to higher education for those individuals who been historically under-
represented n the system However, budgetary stringencies have forced
the CSU Into the position of creating an artifictal “access gap” based on
the avaliabiity of state fiscal support The CSU is aware ot the
importance of university gracuates to the economic well being of this
statei Nonetheless, access without agppropriate®levels or quality 1s not an
acceptable alternative

To iustrate the current cdilemma, the decline In enroliment from iast
year to this (8,700 FTES) represents an access gap of a campus
aporoximately the size of CSU, San Bernardino  The prejection ot
approximately 272,650 for 1992-93 reoresents a decline from ofiicial
demagraphic projections of almost 14,000 FTES, or a campus the size of
CSU, Chico The i1ssue confronting the state of California 1s how to keep
the "access gap" from creating an artificiai barrier to higher education fer
those qualified citizens whc seek 1t!
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ATTACHMENT 1.

COMPARISON OF SECTIONS TAUGHT
FALL TERMS, "89, '90, '91

Change

from
Campus Fall ‘89 Fall '¢0 Fall '91 Fail 90 Notes
Bakarsflald 804 756 841 -115 a
Chico 3473 3464 3061 -403 a
Dominguez Hills 2027 2276 2138 -138 b
Fresno 3567 3698 3560 -138 a
Fullarton 3276 3345 3094 -251 a
Hayward 16832 1569 1513 -56 a.c
Humbaldt 1988 2035 1913 -122 a
Leng Beach 4788 4834 4717 117 a
Los Angeles 2677 2610 2288 -322
Northridge 4173 4272 4051 -221
Pamcna 3013 2953 2731 -222
Sacramento 3993 3947 3633 -314 a
San Bernardino 1293 1368 1392 24
San Diego 4728 4646 3454 -1192
San Francisco 4337 4087 3629 -458 a
San Jose 4820 4822 4279 -543 a
San Luis Obispo 3476 3495 3197 -298
San Marcos 0 a1 142 81 a
Sanoma 1288 13549 1204 -155 d
Stanislaus 861 941 938 -3 a
TOTALS 556014 56538 51575 -4363

Notes.
Superisicn course secters are excluded from afl counts.

(a) Daia recorted oy the campus werg nct corrected for cross-
iisted courses Figures here have been adjus.ed by the Fall
1990 rato of cross-hsted courses

(b) Data reparted by the campus did not include the Statewide
Nursing Program The numper of SNP courses from Fail '80 have
been added

{c; The campus reporied an g@stimate

{d) Tne campous data ¢dig nct separate lecturerlaboratary
caurses INto two secticns  Tnus, the numoer 's undercounted

Revised 1 1/18/91
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Fall 1991 Aeveals
Enroilment Drop

The Califarmia State Universily
System shows a drop of nearly
7 200 students this fall The
Ccroner cansus survay, conducted
by *he Chancallar's Qffice, Divisian
er Analvtic Studias, reveals a total
anrolment of 362,104 1n fall
‘227 azgwn from 36%.083 in fall
9S50 Tne dec'ine amountsto a
* 9 percent drea in enrolimeant

Largest CSU Campuses
Show Largest Declines

At utteen CSU campuses,
enrgilments decreased anywhere
irem a vew o over 2,000 students
setween ‘all 1990 angd fall 1991
*arms 7 ne *we largest campuses
=t he C3U, San Diego ana Long
Beac~ reoorted enroliment droos
at 2 1ET and 1,552 respeclively
Tna ail survev canfirms the
severtty of siate oudget
gzuctons the CSU was lorcad o
sersa fewer Califormans this taill

State Bucget Foarces Higher
Egucation Service Dewnward
Thna C3U recuested 32 1 tilhion

or 1991 92 but aniy recaved

1980 1981 1982 1983 1984 1995 1986 1987 1988 1989 1990 1991

$1 645 Sillion - some 5400 million
lass The impact of 1991/82 state
budget an CSU anrallments 1s
urnpracadented The CSU naver
befare has experienced droos in
baoth fail student headcount and
FTES

Over the last several years, CSU
camouses have institutead an
unorecedented numoer of cost
containment activities and program
raductions mast have avoided
impact an sarvice leveis The
current year's buaget problems are
so savers that the Trustees had 1o
institute a raduct.en program that
impac's aif activitias on campuses

CSU campuses were forced to
manage instructional servicas
aawn 1o levels in itne with raducad
siate dollars  More than 3,000
lacuity were laid off or ware not
rehirad  Nearly 5 200 classes
lave baan removed frem Lhe tail
18991 scheduie Liprary hours and
ourcnases nave oeen raduced, and
instructional 2aguipmanrt gpuicnases
ana mantenance Save been delayed

CSU Appraves "“Survival
Sudget” for 1992'33
Tha 1892 23 psucger siluation

pramises to 2e ne setter than the
currant ysar's At:ts Navemoer
meeting, the Boara of Trustees
assassed thar the CSU could no
longer continue to enrail students
without the funds to previce
guality instruction o *hem Visits
ta campusas and talkks with
studants convincea Trustees that
accaess IS an emply promise
without qualily sarvices

The Trustees adopteq as a
starting paint {or pugget
negotiations a modast raquast of
S1 778 milhian for 199293 This
*survivai budget” raquast keaps
enrollment far 1982/93 at
assentially the 1991/92 level and
maintains this year's umt level aof
budget support A mimimat
pravision {or enrollment .nc-ease
at six CSU campuses aiso s
requasteqg, but this ing-easa still
leaves a gap Detween gemanc far
CSU services ang actual servica
leveis of wed over 10,2C0
siugdents The Trusiees authenzed
the Chanceller to acjust *he CSU
enrcllment ana bucge! "sques:s
cansistant with the avanaouity 2f
stale resources to Jrovide ACTess
and qualnty \nstruct.on

Critical Public Policy lssues

The current budgat Srisis sirikes
at the vary heart of the California
Master Plan Tne sincla mcst
critical ouniic poligy 'Ssue oW IS
~nether the 3tate car ana wil
provige thna levers ot s.oeer-
necessary !er the C3U "0 meet s
Msicric assignment .n he Mastar
Plan It funcing 1s insui*ic ent,
puoiic ooley dialogue ~nl
nacessardy locls on ssaes cf
access, quality, ane missicn f
access must oe hmited sencus
guesuons must tg addrassac an
wno il De excludea rom law-
cost gquality figher aaucat.ca
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Tabie 1. Fall Term Enroliment In the California State University, from Fail 1980

Camous

Bakersfield
Chico
Cominguez Hils
Fresno

Fullerton

Hayward
Humboldt
Long Beach
Los Angeles
Northndge

Pamona
Sacramento
San demarding
San Ciego

San Francisco

San Jose

San Lus Obispa
San Marcos
Sanoma
Stanislaus

Svstemwida

1980

3153
13929
7983
15553
22470

10,666

7,419
31,239
21342
28417

15912
22,190

4,659
33,544
24,1268

25221
16 048
n/a
5.567
3,310

313 850

1981

3400
14 276
8,262
16,242
23,284

11,483

7.460
nsA
22,180
28,026

16,170
22,662

4,961
33,714
24 467

24,845
16,392
wa
5423
4,283

319,565

1882

3.334
14 024
8322
16,170
23,398

11,624

7,047
32,034
21668
28,134

16 558
21,671

5,060
31,642
24,388

25427
15 486
na
§.552
4,276

315814

1983

3383
14,129
B 268
16,293
22,997

11,978

6,430
31492
20539
27794

16 701
21,636

5450
32454
23968

25081
153824
n/a
5,380
4,264

313900

Fait Term Enraliment

1984

Jsae
14,196
7,926
16454
23,034

12072
6,113
1,124
19 578
28,144

17024
22483

5847
33898
24170

24 843
15963
na
5364
4160

316 005

1585

3776
14 687
7 649
16 318
23 445

12173

& 220
32,519
20525
28871

17207
23313

6513
34322
25143

25479
16 140

n/a
5 491
4 255

324 626

1986

4320
14 882
7.327
17756
24277

12,373

5,865
33 586
20,773
23,380

17672
23,673

7,423
35010
25,871

26,507
15,875
n/a
5.745
4,621

332424

Nota Fall 1991 Mgures are from lall opmning WM snroliMent recars Oflcarpus canters ncyasd o CaMBUs 1oGL
Domnguez Hills Statewioe Nursimg Progran not INcrted i CATRUS 1oils,

4542
15,457
7369
18 364
24 317

12,388

6252
34326
20,912
28718

18317
24128

B 367
36 280
26,002

27,549
16,049
na

6 159
4,971

342,667

1988

4 320
16 031
8,108
19,124
24,700

12,637

6724
35,383
20,226
31,575

18,830
25,153

9673
36,193
28,132

28,415
16,553
va
6,669
5,282

385 106

1989

5219
16 528
8817
19 586
24 961

12.825

730
32975
20 806
0674

15579
25559
10373
35954
29284

29,847
17 566
n/a
7080
§,508

360,838

Table 2. Fall Term Full-Time Equivalent Studants in the Callformia State University, from Fall 1980

Campus

Bakersfield
Chico
Cominguez Hills
Fresno

Fulierton

Hayward
Humpolat
Long Beach
LL2s Angeies
Nertindge

Pomona
Sacramento
San Bernarcino
San Ciego

San Francisco

San Jase

San Luis Qbispo
San Marcos
Sgnoma
Stamisiaus

Svsiemwide

1980

2.288
12,493
5,503
13,032
15,666

7972
6852
22,012
14 274
20 241

13229
17373

3430
252382
17736

18 542
14 §28
na
4,334
2,575

237832

1981

2,485
12,790
5,804
13,384
16 294

B 526
& 802
22,380
14,520
19,868

13,368
17 752

3658
25 464
17,704

18084
15,113
va
4,182
2,777

240952

1982

2.473
12,661
5,991
13 647
18,356

8,793
6,703
22833
14 650
20231

13,689
17172
3t
23999
17 956

tag24
14 345
n‘a
4383
2867

241 164

Fail Term Fuil-Time Equivalent

1983

2,568
12786
8010
13874
16316

9049
6091
22 596
14130
20,163

13798
17 266
4125
25143
17825

18638
14,397
na
4233
2898

241905

1984

2641
12,752
5721
13990
16312

g 113
5,709
22,379
13 360
20180

13 780
17779

4483
26 035
17,854

18 349
14,693

na
4182
25818

242 090

1985

2,891
13017
5524
14,157
16 651

B 975
S 308
23375
13918
20 755

14 126
183 162
4309
25166
18,412

18 803
14 650

na
4182
2818

247 294

1986

3,188
13,023
5016
14,710
17,008

9 089
5308
23 961
14015
21,308

14 248
13070
5535
26 512
19,013

19375
14 430

n/a
4,400
anz

251 309

Nota Zail 1991 Yigures ars (rom fail gDemAg 16 enmiimant reoons CHf-carmous centers .ncuced n campus otal
Cormnguez Fits Slatgwde Nursing Pregram ndt nclugad n carous owis

1987

J4d44
13,394
5116
15155
17,216

9043
Se82
24,755
13,878
21,191

14 442
18,283
5,261
27 051
19 101

20047
14 521
nia
4529
3276

256 32

1988

3,750
13864
5,243
15643
17,523

9145
6,234
25 108
13913
22,465

14 883
18914
7374
26912
20515

20,813
14 765
na
5008
34535

265 534

1989

3963
14 321
5,753
15,849
17,845

9409
6,740
23247
13,943
21,709

15413
19,301

7513
26,713
20985

21868
15,63¢
na
5442
3,669

269 452

1990

S.443
16,641
9,450
19 962
25802

13 000

7,654
33 991
21596
187

19472
26338
11927
35,489
2% 340

30338
17,756

r.e27
5an

363 057

1850

4,119
14 438
6,113
16,157
18,139

9574

- 7047
24,174
T4 550
21,980

15 407
19,828

8,443
26 703
20833

22083
15873
283
5906
3,865

273510

1991

5 441
15580
10,380
19819
25 486

13,067

7,824
32,339
21,000
30,441

18777
25,868
12,561
35422
27,311

30,110
17571
1,102
7535
5,730

362 104

1991

4188
13 711
6713
16,211

17,270

9,685
7.158
22611
13,954
21 461

14 758
13 451
g 105
24 547
19 766

21338
15 681
726
8043
3879

268 514

rs Focus s puchshea by the Drvis.an of Analytc Shucies Umiversity Attairs Ctfice of El'ﬂe
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UNIVERSITY OF CALIFORNIA

BERKRELEY » DAVIS » LRVINE = LOS ANGELES » RIVERSIDE » SAN DIEGO = SAN FRAMUISCO SANTA BARBARA = SANTACRLZ

DAM D PIERPONT GARDMNER OFFICE OF THE MRESIDESNT
Presidunt 0 Lakesidy, Drive
Qakland Calfornia 94012 1330
Phone {510 987 9074
Fax (310) 947 9086

January 9, 1992

Dr. Warren Fox

Executive Director, California Postsecondary
Education Commission

1020 12th Street, 3rd Floor

Sacramento, California 95814

Dear Warren:

I am writing in response to Item 6440-001-001(2) of the Supplemental Report of
the 1991 Budget Act regarding the Funding Gap Study which states:

The Legislature requests the UC Regents to document the extent of
the current gap, if any, between state appropriations for the UC
and funding that 1s needed to fully support the university’s
current mission under the state Master Plan for higher education.
The review shall include where possible an identification of the
consequences of the funding gap on program quality and student
access. The review should include the Regents’ plans and
priorities for maintaining their missicn under the current state
funding scenario, accompanied by recommendations to the Governor
and the Legislature on future state policies for financing the UC,
A preliminary review should be forwarded to the Governor,
Legislature, and the CPEC by December 15, 1991. The segment’s
final report shall be transmitted to the Governor, Legislature,
and the CPEC by April 1, 1992. The CPEC shall comment on the
segment’s final report.and transmit its comments to the Governor
and Legislature by May 1, 1992. The final segmental report should
be managed so as to i1nvite public comment on the Regents’
recommendations.

This letter and its attachments constitute the University’s preliminary report
on 1ts funding gap. The first attachment is the University’s 1992-93 Budaet
for Current Operations, the University’s annual budget request to the State.
In developing the budget for 1992-93, the Umiversity thoroughly reviewed the
exteni to which specific areas of the budget are underfunded. Consequently,
many sections of the budget contain a description of the extent of funding
shortfalls and trace the history of the underfunding. The second attachment
1s a copy of remarks presented to The Board of Regents at its November meeting
which contain an assessment of the impact and consequences of inadequate
funding of the University’s budget, both for the short-term and the Tong-term.
The 1nformation provided in both documents has been thoroughly discussed and
commented upon by the Board.



I believe the current situation can be better understood in the context of
what has happened in recent years. Prior to 1984-85, there were many years of
declining State support, aggravated in the late 1970s and early 1980s by a
procession of harmful budget cuts. Beginning in the 1984-85 budget, the State
implemented a multi-year plan to restore the University’s fiscal health. That
plan produced remarkable results for several years, including greater success
in recruiting distinguished faculty, improved resources for instructional
programs and research, and new and renovated facilities on our campuses.
Critical as those gains were, they have since eroded--slowly at first, lirgely
as the result of inadequate funding for the impact of inflation on the
nonsalary portion of the budget, and then sharply accelerating over the past
two years.

In 1990-91, State funding allowed the University to provide competitive salary
and benefit increases; to meet fixed cost increases and inflation, at least
partially; and to fund essential budget items such as undergraduate enrollment
growth and maintenance of new space. The University also was able to meet its
highest priority, which was preserving the quality of its teaching programs.
That desirable outcome was achieved at a cost, however. In order to balance
the budget, reductions of five percent were required in research and public
service programs and in general administration. Also, student fee increases
of about ten percent were required for both resident and nonresident students.

For -1991-97, as the result of a State budgetary crisis of unprecedented
magnitude, State funding for the University fell far short of the amount
needed to maintain existing programs adjusted for inflation and enrollment
growth. That budgetary shortfall, whirh totalod nwvaw €212 mil];on, forced
many painful decisions within the University. Salaries for all faculty and
staff are frozen at last year’s levels; studenbudc__ !a.. ‘rcro.Se% by $650 a
year; budgeted enrollmenis.havecbasa-reduced-by-a Lotar oH-5,500 students; the
workforce has Reen reduced permaneatly-by-eves-l,700-persons; primarily
through early retirement and attrition; graduate enrollment growth has been
deferred for the second year in a row; astreecionai-eqiipment -purchases have
been reduced; and deferved-maintemsmee-budgets-havebeen cut. These are
unavoidable consequences of the State’s fiscal problems and the need to
balance the University’s budget.

The actions taken by the University to address the recent fiscal crisis were
necessary to protect the quality of the institution, particularly with regard
to instructional programs. The University’s commitment to provide access to
the top 12.5 percent of California high school graduates, 1n keeping with the
Master Plan, has been honored. However, it 1s clear that the State’s fiscal
crisis continues unabated and, in fact, will continue for the long-term,
according to a Department of Finance report which states that "No matter how
strong its economic recovery, the State will not be able to fund existing
programs at current levels within projected tax revenues.” Such a bleak
forecast will force the State to make extremely difficult choices among
programs.
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The University’s highest priority has been, and will continue to be,
preservation of the qualjty and excellence of the instatution. The University
cannot repeat many of the actions taken to absorb the cuts in the Tast two
years and still maintain quality. If State funding continues to fall short of
our basic needs, the University will have no cheoice but.ta look at the -
possib1lity of further increases.in student fees and/or imposing tuition for
the first time..ip the University’s history.- And if the combimation of State
funding and student fee income still falls short, the only alternative left
w11l be to reduce enroliments and academic programs to match available ~
resqurces. T

These alternatives present the University and the State with very difficult
and complex public policy issues. In the next few months, as budget
negotiations continue, the University will work to clarify the possible
consequences of these alternatives and 1n.accordance with the legislative
language, we will submt a final report by April 1, 1992,

Sincerely,

T

Attachments

cc:  The Honorable Pete Wilson
The Honorable Alfred Alquist, Chairman
Joint Legislative Budget Commttee
The Honorable Robert Campbell, Chairman
Assembly Ways and Means Subcommittee #2
(Attn: Mr. Daniel Alvarez)
(Attn: Mr. Wi1tliam Furry)
The Honorable Nicholas Petris, Chairman
Senate Budget and Fiscal Review Committee #1 ,
(Attn: Mr. Patrick Lenz) =
(Attn: Ms. Julie MacDonald)
Ms. Elizabeth H111, Legislative Analyst
Mr. Thomas Hayes, Director of Finance
Ms. Judy Day, Department of Finance
Mr. Stuart Marshall, Legislative Analyst’s Office
Senior Yice President William Frazer
Vice President William Baker
Director Stephen Arditts
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REGENTS MEETING PRESIDENT DAVID P. GARDNER
NOVEMBER 15, 1991 VICE PRESIDENT WILLIAM B. BAKER
UNIVERSITY OF CALIFORNIA

1992-93 REGENTS' BUDGETS
FOR CURRENT OPERATIONS AND CAPITAL IMPROVEMENTS

(GARDNER)

The 1992-93 Regents' Budgets for Current Operations and
Capital Improvements were presented for discussion Tast month.
Today, the budgets are presented for formal approval by the full
Board as recommended by the Committees on Finance and Grounds and

Buildings.

Last month we discussed the State of California's
deteriorating fiscal condition and related concerns about the
University's budget prospects. Those concerns bear repeating

today given their extremely serious implications.

I reported Tast month that State tax collections are falling
below projedtions and that job losses are greater than previously
thought. Through the end of October, the shortfall in State
revenues is $528 mi1lion, or 4.7 percent less than the budget
forecast. This problem 1s compounded by higher-than-anticipated
expenditures for health and welfare programs. Growth in these
programs was projected at about 8 percent this year, while actual
growth to date is about 12 percent. The State budget 1s also

affected by problems with Federal reimbursements, possible
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adverse court decisions, and projected savings that may not
materialize. The Commission on State Finance is now projecting a
deficit of about $3 billion by the end of this year, including
roughly $1 billion attributable to increased expenditures and $2
b111ion attributable to revenue shortfalis. Assuming the reserve
is used to bail out the budget, the final deficit for 1991—9?
might be in the neighborhood of $2 bi1lion. The outlook for -
1992-93 is unclear at this point, given the uncertainties
surrounding revenue and expenditure trends. We w11l know more

when we see the Governor's January budget proposal.

From a University perspective, the situation 1s even more
threatening than in the past. In part, this is because the
University's resource base has already been seriously weakened,
leaving us essentially no flexibility for absorbing further
budgetary damage. We have experremnced major budget shortfalls
over the last two years as well as long-term underfunding for
the impact of inflation on the nonsalary budget. In the current
year, as you know, we were required to deal with a budgetary —
shortfall of $312 million, or about 15 percent of our State-
funded operating budget. Adding to our problems is a high
budgetary savings target which means that we receive only 96
cents from the State for every dollar of approved program

funding.
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Increases to the University's budget have averaged only 2.7
percent a year for the last 4 years, which 1s less than half the
average annual increase that we need to meet inflation, fixed
costs, and workload growth. Erosion of the University's State-
funded budget is reflected in the fact that only30:percent of
UC's 1ncome now derives from the State GeréraT Fund; in 1980, 1t

was 40 ‘percent.

Although the timing remains unclear, we can be certain that
the State's economy will improve at some point. However, the
University's prospects for catching up when that happens are
dimmer than in the past. We must now compete for State revenue
with health and welfare programs, K-14 education, and prisons—-
all of which have been growing at an explosive rate, and much of
which prior to Proposition 13 was funded by local government. As
a consequence, UC's share of the State budget has dropped from a
high of about 5.8 percent in the middle eighties to about 5
percent currently. Moreover, we are severely disadvantaged in

the competition for funds by the- fact that most health and

welfare programs, K-14 education, and the community colleges
enjoy constitutional or statutory protections. We do not. The
University's budget is wholly at the discretion of the Governor

and Legislature and we are, thus, vuinerable.

With respect to the 1992-93 budget, the concerns I have just

expressed are heightened by the fact that the State now has fewer
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options for dealing with a budget shortfall, given the

extraordinary actions already taken to balance the State's

current-year budget.

At this point, Vice President Baker w11l present a brief
summary of the 1992-93 Regents' Budget. Following his
presentation, I will continue with a discussion of the budgetary

outlook and options that are open to us.

(BAKER)

Thank you, President Gardner. Let me begin with the
University's total operating budget. This is projected at $7.5
bittion for 1992-93, which 1s an increase of about 7 percent over
the current year. In addition, the Federal government wil]
appropriate $2.5 billion for operation of the Department of

Energy Laboratories.

-

The focus of my remarks is the University's Sta

te General
Fund budget for operations, which is proposed to increase by 9.8
percent or about $212 milliion. - This would bring our State
General Fund budget to $2.4 billion. The proposed increase 1is
1ntended to maintain the Umiversity of California’s budget base:

[t includes funds to provide competitive salaries, to take

account of inflation, to meet other unavoidable costs, and to
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support enrollment growth. While the budget also 1ncludes a few
selected program improvements, it emphasizes our understanding
that these requests can be considered only if the State's fiscal
condition allows. Based on what we know now, it appears

virtually certain that no improvements will be funded.

I will review, first, our request for salary and benefit
funds. Nearly $9FmiTT7on i$ 'requested to fund the estimated
cost of facufty and staff salary increases for the full year.
The University traditionally requests a faculty salary increase
on the basis of salaries at eight universities used for salary
comparison purposes. The budget estimated that an increase of
about 6 percent would be required. As you know from the item
presented yesterday, that figure is now 7 percent based upon

updated information.

A faculty salary increase ranks among our most critical

needs for next year. With no salary increase for faculty in the

current year--and no merit increase either--we have fallen beh1hd(
the competition. It is essential that our competitive position

be restored next year. We must not slide back to the situation

of the early 1980s; at that time, University salaries lagged far
behind the comparison institutions and this demonstrably affected

our ability to recruit first-offer candidates.
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For staff, the University's policy is to request a salary
increase that is equal, on the average, to the increase provided
to State employees. Our budget estimates that this will be about

4%, but I have to say that this now appears to be optimistic.

Almost $29 million is requested for merit salary 1ncreases
for faculty and staff. Merit increases are never automatic.
They are based on individual performance and accomplishments, and
are a key factor in maintaining the excellence of the university.
For the current year, as you are aware, our budget shortfall of
$312 mi1iion forced many extremely difficult decisions, 1ncluding
a decision to eliminate merit salary increases. It 1s crucial,
therefore, that merits be funded next year for both faculty and

staff.

As a very preliminary estimate, about $15 million 1s
requested to cover anticipated cost increases for health and
other insurance programs for faculty, staff, and annuitants.
However, the actual-amount provided will be detlermined on the __ _
basis of the State's continuing policy of providing benefit
1ncreases for University employees at the same level provided for
State employees. An additional $5.5 million is requested to
continue 1991-92 benefit 1ncreases for faculty and staif on a
full-year basis. The budget also seeks $732,000 for increased

Social Security costs.
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The budget includes a request for over $13 million to offset
the impact of inflation on our nonsalary budget. This represents
a 4 percent increase for the nonsalary budget, based on our
detailed analysis of a whole range of separate expense categories
such as classroom and laboratory suppliies, utilities, and library

subscriptions. Inflation represents an unavoidable cost

increase; it must be funded one way or another. Funds to meet
inflation are essential for this reason, and also because the
University has been underfunded for inflation in the nonsalary

budget for a long time.

The budget also includes $21 million to fund the replacement
of instructional equipment. The quality of academic programs
depends in part on the regular replacement of outmoded or
nonfunctional equipment and, thus, we consider funds for this

purpose to be essential.

Funding for the Keck Observatory in Hawaili 15 requested in
the budget. - As you know, Caltech 1s responsible for construction
of the facility while UC is responsible for annual operating
costs. One half of the University's obligation will be met from
University funds. State funds in the amount of $2.8 miliion are
requested to meet the remaining half of the University's

commitment.
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The University's request for funds to support enrollment
growth is consistent with the long-range enrollment planning
report presented to The Regents in March and, at the
undergraduate level, is consistent with Department of Finance

projections.

The budget seeks over $8 million for an increase of 1500 FTE
undergraduate students; $5-1/2 million for an increase of 1100
FTE graduate students, and about $1 million for 100 additional
graduate academic students in the health sciences. The funds
w11l maintain our current student-faculty ratio by providing
faculty positions and related support to keep pace with
enrollment growth. Another $1 million is requested for
additional library staff, and $935,000 for financial aid, to

support the anticipated growth in enrollments.

We are requesting $3-1/2 million to operate and maintain
add1tional space eligible for State funding that will come on
line during the budget year. ~This reflects the efrollment growth
of recent years and related growth in funding for our capital

budget.
State and Federal law require that the University provide

academic support services, such as interpreters for the deaf and

readers for the blind, for students with disabilities. We are
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requesting about $2 million to fund the full actual cost of

providing such services.

The budget document places highest priority on maintenance
of the base budget through adjustments for inflation, workload,
and fixed cost increases—-the budget items that I have just
reviewed. The budget also includes a few requests for -
improvement in areas of special need but, as I indicated earlier,
there is virtually no chance that these will be funded. I will

not take time fo review our requests, therefore.

The budgef does not include a recommendation on student fee
Tevels for 1992-93. Language in this year's Budget Act states
legislative intent that the 1991-92 student fee 1ncrease beyond
10 percent be considered a one-time surcharge, which means that
three-quarters of our total forty percent increase would be
considered one-time. The legislative language goes on to state,

and I quote:

e o —— T——

——— —

It 1s the intent of the Leg1s]afaf; to review the
continuation of the surcharge in relation to overall
funding for the University in 1992-93 and to adequately
fund the University in 1992-93 such that the surcharge

not be required.
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Given this intent by the legislature, we are proposing to take no
action on student fee levels for 1992-93 until the level of State
support is known. OQur current plan is to provide a preliminary
reccmmendation on student fee levels to The Regents in January or
February based on the Governor's Budget for the University, with

a final recommendation in July following passage of a budget by

the Legislature and signing by the Governor.

That concludes my discussion of the operating budget. Let

me now provide a brief overview of the capital budget.

The capital improvements budget for 1992-93 requests $247
million of State funds, which is about the same as proposed in
the past adjusted for inflation. Very difficult choices were
required in order to keep the budget at this level, given the
reduced capital funding provided in the current year due to
failure of the bond issue last November and the extraordinary
magnitude of the University's needs. These needs result from
rapid enrollment growth, changes in technology--particularly in
science disciplines, and the aging of all of the University's
campuses. Our capital budget also reflects the backlog of
unaddressed needs that developed during the middle to late 1970s

and early 1980s, including projects to improve seismic safety.

I want to emphasize that funds requested 1n the capital

budget are needed to support the University's existing campuses;
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any future action to develop a 10th campus will require funding

specifically for that purpose.

Funds requested in 1992-93 w111 support primarily those
projects already approved by the Governor and the Legislature.

Working drawings, construction, or equipment funds are now

required for those projects. A limited number of new projects
are included in the budget request, and some minor capital

projects are included as well.

Funds needed to support the capital budget would be drawn
from a general obligation bond issue for higher education that,
1f enacted by the Legislature, wi1ll appear on the general
election ballot in June or November of 1992, and from revenue
bonds to be authorized by the Governor and the Legislature. The
importance of the general obligation bond 1ssue to the capital
programs of the three segments of public higher education in
California cannot be over-emphasized.

-

That concludes my discussion of the capital budget.
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(GARDNER)

The budget that has just been described is a reasonable and
modest request. MHNonetheless, the State 1s not in a position to
fund it, at least not at any level that we might consider
satisfactory. We have received this message uneguivocally in our

recent preliminary discussions with the Department of Finance.

Choices will have to be made.

My own belief, which I have often stated and which the Board
has long supported, is that maintenance of the University of
California's capability and essential quality must remain our
highest priority. Therefore, we are in the process of re-
examining our budget proposal to determine what 1t w111 take--at
bare minimum--to meet that priority. Once that has been
determined, we must then Took at funding options in addition to

State funds because the latter will most likely prove

insufficient.

In thinking about what 1s absolutely essential, restoration
of UC's competitive position in the academic marketplace comes
immediately to mind. The excellence of the University depends
most critically upon our success 1n recruiting and retaining
outstanding faculty and this, in turn, depends upon our ability

to make competitive offers. Merit salary increases, tor both
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faculty and staff, are also essential to maintenance of quality

because they recognize and reward performance.

We cannot avoid the impact of infiation on the nonsalary
budget and, thus, funds for that purpose have to be provided from
one source or another. We have already lost far too much grgund
in the nonsalary budget as the result of long-term underfund1;g
for inflation. For example, there is now a funding shortfall of
over $15 million in the budget for library acquisitions, leaving
the University short by over a quarter of the amount needed to
maintain the book budget. We cannot afford further erosion of

the nonsalary budget.

Other essential i1tems that come to mind include at least
some funds for the replacement of obsolete instructional
equipment, funds to support unavoidable fixed costs such as
Social Security, and funds to support prior commitments such as
operating funds for the Keck Observatory.

The Regents’ Budget requests funding to support projected
demand for undergraduate admission and to increase graduate
enrollments. Graduate education is central to the mission of the
University and to the long-term economic health of the State.
Maintenance of program quality in a major research university

such as ours depends upon maintenance of an appropriate
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proportion of graduate students; thus, I include growth in

graduate enrollments among the essential items to be funded.

During this period when the Governor's Budget is being
developed, we will be working with the Governor and his staff to
define the University's essential needs and to discuss
alternatives for support of those needs. Let me say that the
alternatives do not include repetition of many actions that we
have been forced to take over the last couple of years. Some
would be impractical to repeat; others cannot be repeated because
they jeopardize the quality of our programs. I refer to actions
such as providing no salary increase and no merit increase to our
employees; permanenily-reducing the workforce by over 1,700
positions through a voluntary early retirement program; cutting
our budgets for research, pubiic service, and administration by
10 percent; deferring graduate enrollment growth for two years 1in
a row; and cutting back on instructional equipment replacement

and maintenance projects.

Increasing the student-faculty ratio is another alternative
that has been suggested. UC's ratio is 17.6:1 while the average
at our salary comparison institutions is a more favorable 14.1:1.
The private institutions 1n the group have significantly lower
ratios than the public institutions; the average ratio of the
pubiic group is similar to UC's ratio. An increase 1n UC's

student-faculty ratio would strike at the heart of the quality
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1ssue. During the late sixties and early seventies, State
resources did not keep pace with rapidly expanding enrollment and
as a result our student-faculty ratio deteriorated about 20
percent at that time. We have never recouped the loss, even in
good times. We must defend against a repetition of that scenario
because it is a process of slow erosion without end and without
reversal. If we allow that to happen, we will find one day that

we have lost our claim to quality.

As I have discussed with the Board in the past, there are
basically only two alternatives open to us 1f State funding
proves inadequate. One is to increase student fees even further.
For the current year, as you know, we raised fees for resident
students by $650 as one of many actions taken to accommodate the
budget shortfall. Even so, it turns out that University of
California gesident students are paying somewhat lower fees this
year, on average, than other students enrolled 1n public
universities of our kind. For 1992-93, we may have to consider a
substantial. fee increase and/e¢r consider 1mposing turtion on
California resident students for the first time 1n the
University's history. The imposition of tuition would occur onty
as the result of the State’'s incapacity to fund the University's
basic instructional budget. The difference between fees and
tuition is generally understood to be that turtion invoives
support for instructional departments. We currently use student

fee 1ncome to support a substantial share of the budgets for
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libraries, operation and maintenance of plant, and general
administration in addition to support for student services and

student financial aid.

Consistent with our past practice, financial aid would be
provided to cover the fee increase for students who are defined
as financially needy, including students with middle-income .

parents.

If State funding and student fee income, taken together,
prove inadequate to meet the University's essential needs, then
we w1ll have only one alternative left and @pat is reducing
enrollments to match the available resources. On a temporary
basis, at least, this would mean abandoning the Master Plan's
oromise of a place at the University for all qualified California
residents seeking undergraduate admission. In all of our past
fiscal difficulties, we have never done this. We would do so
next year only if there is no other way to maintain the quality
of our programs. It is in any evenit a preferable way to manage
enroliment than by admitting all UC-eligible students wishing to
enroll knowing that classes could not possibly be made available

to them.

Last month we discussed informally the extraordinary
complexities that would be involved in choosing among fully

qualified and motivated applicants. How do we decide which of
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them will be admitted? Under the Master Plan, the UC-eligible
pool is defined as the upper 12.5% of California public high
school graduates. This figure, 12.5%, is an average across all
racial and ethnic groups. If you disaggregate it, you will find
that 33 percent of Asian Americans completing high school 1n this
State are UC-eligible compared to 16 percent eligibility for

Whites, 5 percent for Hispanics, and 4.5 percent for African

Americans.

Under UC's admissions policies, all UC-eligible applicants
who apply are admitted, although not necessarily at campus of
choice or 1n major of preference. At Berkeley, for example, at
the freshman level we have roughly 20,000 applicants to f1ll
3,500 spaces, and about 8,000 of the applicants are students with
a 4.0 high school grade point average. As you can see, we could
f111 all of Berkeley's spaces with 4.0 students and sti11 turn
away several thousand such students. Of course, no university 1n
the country admits only 4.0 sfudents, and neither does Berkeley.
What this means, of course, 15 that for every 3.5 student
admitted, Berkeley turns away a 4 0 student by definition. The
3.5 student is fully eligible and the 4.0 student 15 offered a
place on one of our other campuses, although, again, not

necessarily the campus of first choice or in major of preference.

Our present admissions process works as long as we are able

to grow, as long as we are able to offer every qualified

"
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applicant a place somewhere within the system. But what happens
when we have no place anywhere 1n the UC system to offer the
rejected 4.0 student? Our admissions data show that the 4.0
students are overwhelmingly Asian Americans and Whites, and the
3.5 students are disproportionately Hispanics and African
Americans. Clearly, the racial and ethnic dynamics of the
situation are not inconsequential. The need for UC to grow ;}11
directly influence the soci1al cohesion of the State of Califorma

and the educational opportunities available to all young people

who have prepared themselves for University of California work.

The simpiest approach, of course, would be to change our
undergraduate eligibility pool from 12.5 percent of California’'s
public high school graduates to some lower percentage.
Sufficient notice would need to be given prospective students,
their parents, and high school counselors. Moreover, the
lTimitations would apply not just to entering freshmen but to
transfer students as well, along with some graduate and

professicnal school students.

We have looked at the facts and we have developed what
everyone agrees are realistic, even conservative, projections of
future enrollment demand for UC. If the State cannot afford to
support that demand, then there are two choices: We can either
maintain quality by limiting access, by scaling the scope of our

programs to match our resources--or we can keep our doors open,
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attempt to do what we are now doing but with fewer resources, and
watch quality slowly fade away. The latter course, while a less
immediately visible option and a more politically palatable one
because it would occur over time, would in the end be the less
honest and more insidious road to travel. We should reject that

road or at least not willingly travel if.

The Governor's January budget proposal will give us a
preliminary indication of the resources we can expect for 1992-
93. We will report to the Regents in January or February on our
plans for accommodating whatever budgetary problems are evident
at that time, recognizing that the situation may change by July
when the final Budget Act is signed. Timing is a sensitive issue
in all of this. Students are now applying for 1992-93 admission
and we normally send acceptance letters beginning 1n February.
We do not wish to alarm applicants unnecessarily, nor do we wish
to provide false reassurance. We will have to decide what
message to send if there is any likelihood that access will be
limited. Similarly, -in the -interests-of giving students as much
advance notice of the facts as possible, our January or February
report to the Regents will also include a preliminary
recommendation on student fee and/or tuition levels for next

year.

Regardless of how the 1992-93 budget turns out, the painful

and complicated issues involved 1n choosing among qualified
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applicants may have to be faced in the foreseeable future, even
if not 1mmediately. The Department of Finance has just released
a paper that discusses demographic and other trends that, if
continued, will shape the future of our State. Its chilling

conclusion is, and I quote:

No matter how strona its economic recoverv. the State
will not be able to fund existina proarams at current
levels within projected tax revenues. With rapidly
increasing caseloads, (the)...imbalance hetween
taxpayers and tax receivers could result in a $20
billion budget gap (that is, a 20 percent gap) 1n the
year 2000.

The paper contrasts California's taxpayers, typified by
working-age adults 18 to 64 years old, with California’s so-
called “tax receivers,” which are generally students, the poor,
the elderly, and inmates of our State prisons. In a departure
from California‘s past, the tax receiver group 1s now growing
much more rapidiy than the taxpayer group. During the 1980s,
California's working age population increased nearly twice as
fast as the school age population. Based on current demographic
trends, however, the working age population is projected to grow
only half as rapidly in the 1990s as in the 1980s. At the same
time, K-12 enrollments could 1ncrease three times faster than the

working age population.
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Contributing to the problem, there has been a net exodus
over the last two years of Californians in the high earning group
aged 45 to 64 years old. According to the DOF paper, the
California Business Roundtable has reported that, "Fourteen
percent of business leaders have plans to relocate their
operations to sites outside of California and another 41 percent
plan to expand operations outside the State.” Among other .
worrisome trends: During the 1980s, the number of AFDC children
grew by 42 percent and Medi-Cal eligibles grew by 38 percent.
Both of these groups are projected to grow even faster in the
1990s, with AFDC caseloads projected to grow 140 percent and
Medi-Cal 60 percent by the year 2000.

The paper provides troubling data on the ratio of taxpayers
to tax receivers over time. 1In 1980, there were 1.2 taxpayers
for every tax receiver; by the year 2000, there w11l be 0.8
taxpayers for each receiver 1f current trends continue. Looking
at just AFDC recipients, in 1980 there were almost 7 taxpayers
for each recipient but that w11l drop to about 3 taxpayers per
recipient by 2000. As another example: In 1980, there were
around 350 taxpayers for each prison inmate; by the year 2000,
taxpayers per inmate drop to just over 80. The latter,
especially, represents a staggering change with enormous
implications for our society, or what will be le7t of 1t 1¥ these

trends remain unchecked.
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Using the concept of a dependency ratio--meaning the ratio
of persons under 18 and over 64 to persons within the working-age
group, the paper informs us that California's dependency ratio is
projected to rise ten percentage points in the 1990s. The
dependency ratio in the other 49 states is expected to decline,
on average, during the same period. In other words, Ca11f0rqja
will have fewer people of working age supporting its dependent
population while other States will have more. The paper asserts
that California will be at a competitive disadvantage 1f 1t
raises taxes to meet increased demand for government services.
Tax increases could prompt working age Californians to leave the

State, making the probiem even worse.

Given the facts, and assuming that current demographic
trends continue, the paper's conclusion appears all too
realistic. Specifically, assuming that revenues return to their
historic growth rate of about 7 percent a year and assuming that

demand for government services continues to escalate, there will

" be only $85 biTlion a year to fund programs projected to cost

nearly $105 billion a year by the end of this century.

Let me provide one final quote from the paper, drawing from

its lead paragraph:
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The competition for available funds will be fierce.
While funding for all State programs will be in
Jeopardy, higher education, state prisons, and state
operations will be particularly vulnerable to
reductions in levels of funding because they do not
have the constitutional and statutory protection of

most education, health, and welfare programs.

The message is sobering and depressing. In the face of this
unwelcome vision of the future, our task is to work with public
policy decision makers to help achieve an ocutcome that better
serves the interests of the State and 1ts citizens. The
University of California has made fundamental contributions to
the long-term fiscal health and economic competitiveness of the
state. Continued support of higher education represenis an
investment in the future with the certainty of enormous if
1ncalculable returns, both tangible and intangible. Conversely,
unless higher education is properly supported, immeasurable
lcsses will accrue in terms of citizens not sducated to their
full productive capacity, potential research breakthroughs never

pursued, public service programs allowed to die.

The State faces extremely difficult choices among socially
useful and necessary programs. The Board of Regents, the
University community, and our friends will need to join together

1n getting across the message that California cannot afford to
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neglect higher education even in times of fiscal crisis. We must
persuade Californians that the Tong-term effects of neglect would
prove far more costly than providing adequate support on a

regular basis.



Appendix E California Student Aid Commission Report

MAINTAINING CALIFORNIA’S STUDENT FINANCIAL AID COMMITMENT

PRELIMINARY REPORT

I. INTRODUCTION

This preliminary report examines the role of state-funded financial aid in California’s planning
for future postsecondary enrollment It addresses the need for adequate financial aid to ensure
continuous access to higher educanion for economically disadvantaged students over the next
decade and a half Specifically, the report discusses and identifies the state’s current funding gap
for the Cal Grant programs administered by the Californ:a Student Aid Commission and the
consequences of that funding gap for student access to higher education

The report is in response to the Suppiemental Report of the 1991-52 Budget Act, containing
various statements of 1ntent or requests for studies adopted by the Califormia Legsslature during its
consideration of the 1991-92 State Budget The request reads as follows

The Legislature requests the Student Aid Commission to document the extent of the
current gap, if any, between state appropriations for the Commuission’s Cal Grant programs
and funding that is needed 1o fuily support the grant programs’ current mission under the
state Master Plan for higher education The review shall include where possible an
idenuficaton of the consequences of the funding gap on student access and on how
students meet the costs of their education when grant funds are inadequaie This review
should inciude the Commussion’s plans and priorities for maintaining their mission under
the current state funding scenario, accompanied by recommendations to the Governor and
the Legislature on future state policies for financing the Cal Grant programs A
preliminary review should be forwarded to the Governor, Legislature, and the CPEC by
December 15, 1991 The Student Aid Commission’s final report shall be transmuitted 1o the
Governor, Legislature, and the CPEC by April 1, 1992 The CPEC shall comment on this
final report, and transmit 1ts comments to the Governor and Legislature bv May [, 1992
The final Commussion report should be managed so as to invite public comment on the
Student Aid Commuission’s recommendations

The recent and e<traordinary rise 1n demand for student financial a:1d 1s due not only to student
population growth, but also to rising college costs and reductions 1n federal grant aid during the
1980's California has utilized its Cal Grant programs to support access to higher educanon for
low- and middle-income students. Statewide enrollment projections indicate thar need for these
programs will increase substantially in the coming 15 to 20 years. One of the state’s goals 15 o
continue to provide access to higher education for students with insufficient economic means

The Cal Grant program has a proven record as one vehicle for continuing to make this access
available

The economic opportunities California has to offer conunue to attract people from a variety of
other states and countries An analysis of the state’s current demographic trends suggests that
California’s population will continue to grow 1n a pattern familiar since World War Il expanding
from 1ts current level of 28 8 million 1n 1990 o 36 3 mullion in the year 2010 The outcome will be
a larger and more diverse state, with more students from different ethnic backgrounas entering all
levels of public and private education

—_— !
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Despite a substantial current dropout rate and a predicted decline in the high school graduation
rate, the actual number of students graduaung from California secondary schools 15 expected to
boom 10 the next 15 years. In 1989-90, the state graduated 250,772 students from California high
schools. Of the new public high school graduates (approximately 91 percent of the total), 45
percent were from underrepresented ethnic groups. The Califormia Department of Finance
projects that 379,285 students will graduate from public schools in the year 2005 In the same
year, 57.5 percent of high school graduates (or 218,089 students) will come from currently
underrepresented ethnic groups.

With the anticipated growth in the number of studenis graduaung from high schoois 1 the next
decade and a haif, the number of studeats :o need of financial ad is very Likely to increase
Without state funding for a commensurate increase 1n awards, the gap between the number of
qualified students who apply for financial assistance and the number of available awards will
widen. This report discusses the existing and likely consequences of that funding gap.

As a preliminary response to the Legislature’s request, this report provides a broad framework for
discussing financial aid funding issues. The final report will :nclude more comprehensive
financial data and a discussion of the Commuission’s pians and priorities for maintaining 1t mission
under the state Master Plan for Higher Education.

II. CALIFORNIA’S STUDENT FINANCIAL AID COMMITMENT

The state's Cal Grant program provides low- and middle- income students, many of them from
ethnic groups traditionaily underrepresented in postsecondary education, with a sigmificantly
greater chance of studywng beyond high school. Each year, about 80,000 Califorma college
students receive 5130 million in financial aid grants through this program

The Cal Grant A program heips low- and middle-income students meet their tuiuon and fee costs
at the Cahiforma State University, the University of Califorma, and eligible independent and
proprietary institutions. The Cal Granr B program assists students who come from economically
and educationaily disadvantaged backgrounds with both tuition and fees and living expenses Cal
Grant C 15 a much smaller program oriented toward vocauonal students It provides vocational
traintng assistance to low-and middle-income students 1n areas of manpower need

The California Student Aid Commussion awarded a total of 31,220 new Cal Graats in 1991-92.
The awards included 17,400 Cal Grant A, 12.250 Cal Grant B, and 1,570 Cal Grant C awards

The “new" Cal Grants are the number of first-time awards that can be provided to students n any
fiscal year Once they receive a first-time Cal Grant award, students may renew them annually
for up to the equivalent of four years of college education if they continue to meet certan
eligibility standards

This report discusses only the state’s Cal Grant programs A number of smailer financial a1a
programs are admunistered by the Commussion and public colleges also administer a vanety of
programs funded through state General Fund resources.

Financial Aid and the Achievement of Equity

State financial aud planning is critical as California antcipates future postsecondary enrollment
growth Without sufficient financial aid, enroilment 1n postsecondary institutions 15 far less hikely
to reflect the state's diversity among the various income and ethni¢ groups.

The California Student Aid Commussion's fundamental philosophy 1s to provide students access 10
educational nstitutions of their choice |t 15 important that state-funded student aid be
‘portable™—that 1t be awarded to the student rather than to the insutution



The challenge to provide both access and choice through state financial aid 1s the focus of the Cal
Grant A and B programs. Since the imitial intent of the Cal Grant A program was (o provide
students with the opportunity to enroll at either an independent or a public four-year institution,
this program has been associated with achieving the state’s objective o promote choice among
public and independent insttutions as well as access The Cal Grant B program 1s viewed as
essennal in achieving access to higher education because these awards go to traditionally
underrepresented and very low-income students The majority of these students attend low-cost
community colleges.

Stability and Diversity

The state faces an emerging populauon of high school graduates that must be accommodated 1n
postsecondary institutions Without sufficient financial assistance, most low-income and
disadvantaged students will never have this opportunity. Moreover, the recent 10-year pattern of
decliming Cal Grant recipient enroliment at non-public postsecondary institutions must be
stabilized so that overall educational choice 1s not restricted and so California can continue to rely
on all of 1ts educational resources to provide postsecondary education to 1ts citizens. [f this
current trend continues, the financial pressure on the state to accommodate greater public sector
enrollment will only increase

Most of the future college-going population will come from munority ethnic groups, often from
low-income backgrounds Without the necessary financial means, the ability of these individuals
o afford higher educauon will be limuted and their college options diminished The balanced
presence on campuses of students from underrepresented ethnic groups will depend on several
factors Of these, financial assistance s one of the most important A guarantee of adequate
financial aid could motivate more high school graduates from low-income and minority groups to
attend postsecondary institutions Providing educational opportunity to all, regardless of economic
means, 15 the guiding principle of the state’s financial aid commitment.

Demand QOutstrips Availability of Financial Aid

Despite California’s substannial commitment to financial aid, the amount of funds 15 s.mply
insutficient to meet the level of need With nising college costs, relatuvely stable family .ncomes,
and limited federal aid and campus resources, more students each vear seek assistance from the
state’s Cal Grant programs Because the number of awards s limited, the Commussion uses severai
financial eriteria to estabhish students’ general ehigioiliry for awards, inciuding the aetermination
of financial need based on federal standards and income and assetr ceillings Even when these steps
are taken, mare studeats demonstrate ehigibility than can be provided with an award, spec:ticaily
there are about three ehigible applicanis tor everv award that can be provided [n other words, or
all students who apply and pass the financial eiigibiiity thresholds, at least two-thurds are demied
grant awards because of 1nsutficient funding.

III. THE MASTER PLAN MISSION:; A FINANCIAL AID AGENDA FOR THE 1990°S AND
BEYOND

A major Califormia public poiicy objective 1s to provide a strong system ot postsecondarv
education accessible to all qualified residents of the state. The availability of surficient financial
aid 1s essential to achieving this policy objective and is recogmized 1n the state’s Viasier Plan for
Higher Education. The state's statutory master plan, the Donahoe Act, states

"The Legislature herebv finds and declares that there 1s a great need of providing students

with a true economic and academic freedom of choice 1n seleciing a college ar universicy
thev wish to attend The Legisiature Further finds that this need shall be met by orfering
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students financial assistance who wish to attend public or private colleges and umiversities
and who have demonstrated financial need !

Subsequent review of the Master Plan also place heightened awareness on the importance of ethnic
diversity 1n the student population "We need, in particular, to develop plans and strategies to
ensure that persons of color have genuine access to, and success in the insututions of economic
mobility."® Achievement of this equity could be hampered if students or their families lack the
necessary means to pay for a college education. For many students, financial assistance from the
state is the key to ensuring their access to higher education.

During the process of reviewing the Master Plan for Higher Education, the Legislature examined
the state’s financial aid commitment and determined several long-term needs that must be met to
ensure educational opportunity The reviewers agreed that the commitment needs to be
strengthened by funding a greater number of awards and increasing the size of the awards. These
principles are reflected in the following statement of long-term policy, adopted through 1990
legislation;

Consistent with the state's historic commutment to provide educational opportunaty by
ensuring both student access to and selection of an institution of higher education for
students with financial need, the long-term Cal Grant policy shall be as follows.

(a) The number of first-year awards shall be equal to at least one-quarter of the
number of graduating high school seniors.

{b} The maximum award for students attending the University of Califormia and the
California State University shall, at a minimum, equal the mandatory system-wide and
campus-based student fees in each of those segments.

(¢) The maximum award for students attending non-public 1nstitutions shall be set and
maintained at the estimated average General Fund cost of educating a student at the public
four-year institutions of higher education In accordance with this policy, the formula for
determining the estimated average General Fund cost shall include both of the following

(1) The average cost of instruction and academic support, as determined by the Califormia
State University nonresident tuition methodology

{2) The average of the University of California and the Califorma State Umiversity
system-wide and campus-based student fees

{(d) The implementation of the poelicv described 1n subdivisions (a), (b), and (¢) shall be
subject to the availability of funds appropriated for that purpose in the annual Budget Act and
shall maintan a balance between the state’s policy goals of ensuring student access to and
selection of an institution of higher education tor students wirh financial need 3

The Cal Grant programs also are guided by the general state mussion for student financial aid
programs The most complete enunciation of state objecuves for financial a1d 15 Article I, Secton
68500, of the Education Code, which states

The Legislature finds and declares that

(a) Student assistance programs have the primary purpose of providing equal opportunity
and access to postsecondary educaton for persons of both sexes, and all races, ancastries,
incomes, ages and geographies in California,

1 State of Califormia Education Code 66010, Section 66014 5

2 California Faces Califormia’s Future Eduecation For Citizenshin in a Mutieultural Democracy Joint Commuitee for

he Raview of the Master Plan for Higher Education, Sacramento Califormua Legusiature March, 1989

3State of Califormnia Education Code, Section 66021 2



(b} Student aid programs should enhance the ability of individuals to choose the most
appropriate postsecondary educational opportunity and among different institutions,

{c) Student aid programs should assist students to progress through the education program
1n accordance with the iadividual's educational objectives,

{d) Student aid programs should, furthermore, complement more general statewide goals
for public postsecondary education, and

(e) State purposes regarding student aid programs should complement the purposes of
federal student assistance programs to enhance the effectiveness of state programs, the state’s
purposes mentioned above also serve to enhance the purposes of the Pell Grant Program

Taken collectively, these primary goals and objectives of state financial aid set forth two basic
prioritiess educational opportunity through access to higher education programs, regardless of
economic or ethnic background, and choiwce among educational institutions and the programs they
offer They aiso recognize the importance of providing financial aid directly to students and
providing them with the opportunity to carry that aid to the institution that best suits their needs
and abilities. The statutory goals recognize the need to increase the level of financial aid not just
for the purpose of providing adequate coverage of educational costs ar a variety of iastitutions,
but also to meet the growing demand across the state for financial assistance now and in the
future,

IV. ACHIEVING THE MISSION: GROWTH TO MAINTAIN EFFECTIVENESS

In order to fulfill the goals established for Student Aid Commuission programs, il 1S necessary tw
both expand financial aid beyond current levels of effecuveness and to anticipate adjustments
which may be needed to keep pace with changing trends in student financial needs.

While the current demand for available Cal Grant awards 1s great, enrollment trends indicate that
the future need for financial aid 1s likely to increase dramatically If grants do not increase along
with the pace of growth in high school graduates, their effectiveness will continue to erocde Thus,
just to maintain the historic mission of the Cal Grant programs will require substantially higher
appropriations.

Keeping Pace with Enrollment Growth

For example, the Cal Grant programs served 12 percent of the recently graduated populaton in
1989-90. The Commussion served 11 percent both in 1987-88 and 1n 1988-85 Marntamnuing tne
1989-50 award level through academic vear 2004-05 will require the awarding of additional new
Cal Grants every year at a substantial cost (see Table [) By 2000-2001, about 41,600 new awards
would be needed each year to marntain eftectiveness, at least 10,000 more than the current award
level By 2004-20035, the number will grow to 46,600

The major growth 1n high school graduates will not occur until the latter half of the decade
Thus, If the number of awards continues to remain stable, the state wiil be unable 1o maintain s
historic financial a1d commitment to Califorma students

The need to increase the number of Cal Grant awards 1n proportien to student financial neads
becomes more ¢ritical each year The rate of increase 1 the number of grants awarded annually
has remained constant from 1988 to 1990 The number of ehgible applicants, however, has
increased approximately three times faster during the same period, a5 will be shown later in the
report This huge disparity will be further accentuated in the future by anticipated shifts
ethnic group populations

wn
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TABLE 1
NUMBER OF AWARDS NEEDED
TO MAINTAIN HISTORICAL LEVEL OF EFFECTIVENESS
FROM 1990 TO 2005 ©

Academic Public Private Public Number of Additional

Year High School High School and New Awards New Cal

Graduates Graduates Private Needed® Grants
1990-1991 228,235 22,537 250,772 N/A N/A
1991-1992 223,375 21,366 244 741 N/A N/A
1992-1993 229,198 21,515 250,713 N/A N/A
1993-1994 235,468 21,462 256,930 N/A N/A
1954-1995 241,676 21,439 263,115 31,574 354
1995-1996 254,094 21,668 275,762 33,091 1,871
1996-1997 261,958 21,731 283,689 34,043 2,823
1997-19%8 275,743 21,588 297,331 35,680 4,460
1998-1999 294,863 21,900 316,768 38,012 6,792
1999-2000 310,848 22,067 332,915 39,950 8,730
2000-2001 324,034 22,925 346,959 41,635 10,415
2001-2002 331,017 23,419 354,436 42,532 11,312
2002-2003 338,502 23,949 362,451 43,454 12,273
2003-2004 354,918 25,110 380,028 45,603 14,383
2004-2005 362,713 25,662 388,375 46,605 15,385

3 Figures shown represent those necessary to sumply mantain the current 12 pertent proporticn of all Calbifornia
high school graduates served

High school graduate population equals the number of graduates i the previous acadenuc year
SOURCE Department of Finance/Calforma Student Aid Comumssion

Meeting the 25 Percent Goal

Untl now this report has discussed the need for growth 1n awards just to stay even with high
school graduates. The reviewers of the Master Plan for Higher Education had a more ambiiious
goal 1n mind Specifically, 1t 15 recommended, both n statute and 1n the Master Plan documents,
that the Cal Grant programs provide grants to the equivalent of 235 percent ot the high school
graduating class.

Bv any esumate, the required growth to meet this goal will be phenomenal. A deoubling of
authorized new awards would be needed within a six-year ume frame to reach the goai To
sustain it through 2004-2005 would require a tripling of the exisung number of new awaras A
simple esumate of the funding required would be to douole and then triple the existing 5130

6



million appropriation, or $360 million within six years and then 3540 million by 2004-2005 This
rough estimate does not include additional funding to meet the other half of the mission --
adequate dollar amounts for each award. It also does not address the impact of :aflation.

TABLE 2
NUMBER OF AWARDS NEEDED
TO PROVIDE GRANTS TO 25 % OF HIGH SCHOOL GRADUATES
FROM 1990 TO 2005 ®

Academic Public and Private Number of Additional
Year High School New Awards New Cal
Graduates Needed? Grants
1990-1991 250,772 N/A N/A
1991-1992 244,741 N/A N/A
19921993 250,713 N/A N/A
1993-1994 256,930 39,215 7,995
1994-1995 263,115 47,210 7,995
1995-1996 275,762 55,205 7,995
1996-1997 733,689 63,200 7,995
1997-1998 297,331 71,195 7,995
1998 - 1999 316,768 79,192 7,997
1999~2000 332,915 83.229 4.037
~000-200! 346,959 86,740 3510 |
2001-2002 354,436 38,609 1369 |
2002-2003 362,451 90,613 2,004 |
2003-2004 380,028 95,007 439 |
2004-2005 388,375 97,094 2,087 1

a Figurea shown represent those necessary to provide awards to the equvalent of 25 percant of the high senool

graduating class
High school graduate population equals the number of graduates in the previous acadermuc year
SQURCE Department of Finance/California Student Aid Commusaion
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Independent Colleges: The Other Haif of the Mission

The other critical need 1n the Cal Grant programs is for higher grant awards to keep pace with
rising college costs. The amount of college tuition and fees that are covered by Cal Grant awards
dropped considerably in the 1980’s, both because of the pace of cost increases and the slow growth
n the maximum award.

In California, both public and independent postsecondary institutions have an excellent reputation
for strong academic programs and high teaching standards. The three components of public
higher education—the University of California, the Califorma State University, and the
Community Colleges—enroll approximately 75 percent of the state’s undergraduate college
students. The remaining 25 percent of undergraduates and about 60 percent of the state’s
graduate students attend independent colleges and universities, many of which have academic
quality and admission patterns similar to those of the Umiversity of California.

After a period of relative stability 1n the late 1970's, public four-year postsecondary institutions
began experiencing a rise 1n student enrollment 1n 1980 while enrcilment at independent colleges
and universities declined., Various interrelated factors could explain this enrollment shaft from
private to publicly supported postsecondary institutions. Among these factors, the cost of
attending school and the availability of student financial aid probabiy played key roles.

College enrollment behavior, an indicator of student access to and choice of academac opportuni-
ties, 1s affected directly by student financial resources. For students with financial need, the
availability of financial aid can serve to reduce the tuition gap between the public and
independent sectors. [ndeed, the Cal Grant A program was originally established as a means of
providing students with a choice of attending independent institutions, thus utilizing these
imstitutions’ excess capacity rather than building and staffing vast new public institutions

In the past, the mechanism for increasing the maximum grant was not grounded firmly i policy
and proved to be an unreliable basis for maintaining the effectiveness of grant coverage In 1989
the Cahfornia Student Aid Commuission adopted a policy for setting the maximum grant amount 1n
the Cal Grant A and B programs This policy states that the maximum award 1n the Cal Grant A
and B programs will be set and maintained at the estimated average state General Fund cost of
educating a student at the public four-year colleges and universities. Using the estimating
procedure recommended by the committee, the amouni for 1991-92 15 about $7,200, the existing
maximuim s 85,250 The policy was supported 1n the Master Plan review and now 1s one of the
long-term financial aid funding geals within the poruon of the state’s Educauon Code which
implements the Master Plan for Higher Education,

The policy incorporates several key principles By not exceeding the estimated average state cost-
per-student of providing a public education, the policy would ensure that the state 1s paying no
more to help a financially needy student to attend an independent institution than 1t would for the
student t¢ attend a pubhc institution By linking the maxumum grant award to average state
support for public education, the maximum 15 set according to a cost over which the state has
control. not the independent postsecondary educational institution By equalizing pubiic support
to financially needy Cal Grant recipients in both the independent and public segments, the state 15
maximizing the portability of state-funded financial aid and choice among institutions and the
programs offered

The Commussion has long been concerned that the shift from independent colleges may provide
avidence of a decline in postsecondary earollment opuons for low- and middle-income students
Public college grant awards have kept pace with fee increases, but at independent colleges this has
not been the case.



V. THE CONSEQUENCES OF INSUFFICIENT FUNDING

While the Commission has not conducted sufficient research to know precisely what happens to
those students who are demied Cal Grant assistance, 1t does know that record numbers of students
apply each year and consequently that even more have to be turned away

The number of California students applying for financial aid has been increasing at a dramauc
rate. In 1987-88, nearly 122,000 students applied for Cal Grants A, B and C. Of those applicants,
about 78,000 were considered eligible for an award. This number rose to 83,000 in 1983-89 and
to 93,022 in academic year 1989-90, an ncrease of 20 percent. The 40 percent iacrease in total
Cal Grent applications over the three=year perrod indicates‘that demand continues to increase
despite the use of restrictive eligibility criteria.

Although the proporuon of Cal Grant A, B and C applicants who 1n fact received awards
improved in the mid 1980's, 1n 1989-90 there were still almost 62,000 needy, eligible applicants
(students who completed the entire application process, met the financial need criteria, and were
below the income or asset himits) or 66 percent of all applicants, whe did not receive a Cal Grant
award.

More than 200,000 students applied for Cal Grant assistance e 1991-92, The number who meet
all financial eligibudity criteria but who are denied awards due to lack of funding also 1s expected
to grow again this year The problem 1s exacerbated by the 36 § million reduction 1n the
Comunussion’s 1991-92 local assistance budget. Although final data are not yet available, the
Commussion expects that 1ts ightening of award eligibility to achieve the necessary savings will
result in approximately 2,500 to 3,500 fewer grant awards this year at 3 ume when college costs
are escalating

TABLE 3
NUMBER OF ELIGIBLE APPLICANTS TO NUMBER OF AWARDS GRANTED
AS INDEX OF EFFECTIVENESS *

Academic Year 1987-1988 [983-1989 1989-1950
Total Applicants 121,705 130,419 170.845
Number of Eligible Applicants 78,000 33,000 93.022
Number of Granis Awarded 28,220 29,720 31,220
Annual Change in Number of - 6 41% 12 00%
Eligible Applicants
Annual Change 1in Number of - 5 00% 5 0%
Grants Awarded
Percentage of Eligible 36 20% 35 80% 33 60%
| Applicants Receiving an Award
1
Number of Eligible 49,780 53,280 61,802

Applicants Denied Awards

& Elipible appitcant indicates a studens who has completed the entirs applications process, has met the {inancial need

cntena, and was not above the income or asset cellings
SOURCE <Californta Student Aid Commiasion
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In light of the reduced funding, some students probably will choose not to attend college at ail, or
select a less costly college than originally intended. Those who continue their educauon will likely
be forced to rely even more on long-term borrowing to meet educatuonal costs -- a vital but less

desirable alternative to grants, which do not have to be repaid.

The growth 1n borrowing in the past three years has been substantial. The artached table shows
growth 1n borrowing at the California State University of nearly $36 million and increases of
almost $55 million at the University of Califormia (both include graduate student borrowing).
Average loan amounts also have increased. High borrowiag is by no means limited to students
attending public colleges. It is clear that part of the price of attending an independent college 1s
substantial borrowing, with a $65 mullion increase among students there in just the past three

years

Segment

Community Colleges
Loan Volume
Percent Change
Average Stafford Loan

California State University
Loan Volume
Percent Change
Average Stafford Loan

Umiversity of Cahforn:a
Loan Volume
Percent Change
sverage Stafford Loan

independent Colleges
Loan Volume
| Percent Change
Average Stafford Loan

TABLE 4
DOLLAR AMOUNT OF LOANS GUARANTEED BY SEGMENT
{Includes both Stafford and SLS Loan Yolume Amounts)

1683-89

338,644,000
9 0%
32,002

$107,740,000
19 4%
52,639

5104.346,000
27 7%
2,934

3$516,104,000
14 1%
54,033

1989-90

$37,017,000
-4 2%
£2,016

$123,722,000
14 8%
52,695

$124,000,000
13 8%
§3.003

$£3536,104,000
6 2%
34,0097

1990-91

$38,623,000
4 3%
$2,087

$143,452,000
15 9%
2,767

$159,124,000
28 3%
33,293

$380,7006,000
13 3%
34,154




VI. CONCLUSION

In the next decade and a halif, the number of students graduaung from California’s high schools
will increase significantly, with a large majority coming erther from low-income fam:lies or from
ethmc groups historically underrepresented 1o higher education. The changing demographic
trends (n the student population will tmpact the magnaitude and distribution of student enrollment
among the different educational segments of the state. This dramatic growth will result 1n larger
numbers of students applying for financial assistance from the California Student Aid Commuis-
sion.

A well considered financial aid policy, ncorporating and balancing the many important factors
discussed m this report, has an important role to play in California’s planning for future postseco-
ndary enroliment By bringing an adequately detailed and in-depth understanding to the
consideration of statewide policy decisions, California will be able to successf vily promote
adequate student college choice and access for the state's ethnically diverse and growing student
population

The financial aid framework 1s n place, but 1t cannot be achieved without substantially higher
funding. The state’s budgetary constraints have placed all of higher education at risk n achieving
the Master Plan mission and threaten California’s historic commitment to educational opportunity

The final version of this report will idenufy the Commission’s plans and priorities for maintaining
the state’s financiai aid commitment under the current funding scenario and provide
recommendations on future state policies for financing the Cal Grant programs.



CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

HE Califorma Postsecondary Education Com-

mission 18 a citizen board established in 1974

by the Legislature and Governor to coordinate
the efforts of California’s colleges and unmiversities
and to provide independent, non-partisan policy
analysis and recommendations to the Governor and
Legisiature

Members of the Commission

The Commmussion consists of 17 members Nine rep-
resent the general public, with three each appomted
for six-year terms by the Governor, the Senate Rules
Commuttee, and the Speaker of the Assembly Six
others represent the major segments of postsecond-
ary education in California Two student members are
apponted by the Governor

As of Apnl 1993, the Commussioners representing
the general public are-

Henry Der, San Francisco, Chair

C Thomas Dean, Long Beach; Vice Chair

Mim Andelson, Los Angeles

Tong Soo Chumg, Los Angeles

Helen Z.Hansen, Long Beach

Man-Luc: Jaramillo, Emerywille

Lowell J Paige, El Macero

Stephen P Teale, M.D , Modesto

Representatives of the segments are-
Alce ] Gozales, Rocklin, apponted by the
Regents of the Umiversity of Califormua,
Yvonne W. Larsen, San Diego, appointed by
the Califorma State Board of Education,
Timothy P Haidinger, Rancho Santa Fe,
appomted by the Board of Governors of the
Califormia Communtty Colleges,
Ted J Saenger, San Francisco, appomted by
the Trustees of the Califormia State Umversity,
Kyhi M Smeby, Pasadena, apponted by the
Governor 1o represent Califorma’s mdependent
colleges and universities, and
Harry Wugalter, Ventura, appointed by the
Council for Private Postsecondary and
Vocational Education.

The student representatives are

Chnistopher A. Lowe, Placentia
Beverly A Sandeen, Costa Mesa

Functions of the Commission

The Commussion 15 charged by the Legislature and Gov-
emor to ““assure the effective utihization of public post-
secondary education resources, thereby eliminating
waste and unnecessary duplication, and to promote di-
versity, imnovation, and responsiveness to student and
societal needs *’

To tius end, the Comnussion conducts independent re-
views of matters affecting the 2,600 mstitutions of post-
secondary education in Califorma, meluding community
colleges, four-year colleges, umversties, and profes-
sional and occupational schools

As an advisory body to the Legislature and Govemor,
the Connmssmndoesnotgovemoradmunsterm:ym-
stitrtions, nor does it approve, authonze, ar accredit any
of them. Instead, 1t performs 1ts specific duties of plan-
ning, evaluation, and coordination by cooperating with
other State agencies and non-governmental groups that
perform those other governing, admimstrative, and as-
sessment functions.

Operation of the Commission

The Commussion holds regular meetings throughout the
year at which 1t debates and takes action on staff stud-
1es and takes positions on proposed legislation affecting
education beyond the high school m Californa, By law,
Its meetings are open to the public  Requests to speak
at a meeting may be made by wrniing the Comrmussion
in advance or by submutting a request before the start
of the meetmg

The Commussion’s day-to-day work 1s carned out by s
staff in Sacramento, under the guidance of 1ts executrve
director, Warren Halsey Fox, Ph D, who 13 appotnted
by the Commussion.

Further mformation about the Comnussion and its pub-
lications may be obtamed from the Commussion offices

at 1303 J Street, Swte 500, Sacramento, Califorma
93514-2938, telephone (916) 445-7933



Commission Comments
on the System’s Prelimnary Funding Gap Reports
California Postsecondary Education Commission Report 92-6

ONE of a series of reports published by the Commis-
sion as part of 1ts planning and coordinating respon-
sibilities  Additional copies may be obtained without
charge from the Publications Office, Cahforma Post-
secondary Education Commission, Third Floor, 1020
Tweifth Street, Sacramento, Califormia 95814-3985
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Commussion: A Preliminary Response to Senate Bill
2374 (October 1991)
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ing Proposed Revisions of the Act (December 1991)
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and Issues for the 1992-93 Budget Process (Decem-
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91-21 Legislative and State Budget Prionties of the
Commussion, 1992 A Report of the California Postse-
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